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World News 


Business .Summary 


Hindu party Murdoch is 
deserts Singh optimistic 
and threatens on future of 
general strike News Ccrp 


Indian PM VMrwanath Pratap 
Singh has refused to resign 
after the right wing BJP des- 
erted Ms ctialitkm and threat- 
ened a general today. 
This followed the arrest of the 
BJP leader, Lai Krishan 
Advani, as be led -a mawa-ii to 
build a Hlndn fy ^T p p » cp the 
site of an old mosatiA - 
Without the support af the 
BJP, which has 88 seats in par- 
liament, it is doubtful whether 
Mr Singh can. survive a. .vote 
of confidenca Page 16; analy- 
sis Page 4 ! 

Budget stalemate 

An early end to the US budget 


Mr Rupert Murdoch has 


uncertain. Meanwhile, the Pen- 

tagon has reached agreement 
with the House and Senate 
cat a *28&abn defence ^pending 
bflLPagalS; Page 6 - 

Pakistan votes . 

Pakistan voters go to the polls 
today- as the government added 
another charge against Ms 
Bhutto and extended her hoe- ■ 
band’s detention. Page 4 

Troops oa alert 

Troops wereplaced on alert 
in the Philippines after radical 
unions vowed to halt indus- 

tries and transport with a 
strike today, and communist 
guerrillas bombed two oil com- 
pany offices. . . 


recent seU-off of News 
tion’S share** awl inrHwrtiyl to 
shar nhrilders hrp y he wn tiM i 

revive the earnings perfor- 
mance of the media group. ■ 

After the AurcfcwiHam B hwlnwt^ . 

lieLhad Wigi ealwr hfa rfi nwimanfa 
the price of News Corporation 
shares jumped 54 cents to 
AS8.10 ($4.72). Page 17 

: London stocks: 
i off a lower 
opening cm Wall Street to trade 
firmer in generally thin late 
business. The market was 
buoyed bv toe narrowing UK 
trade detect for September and 
the recaaSweakpr trend in all 

prices, with 100 
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French philosopher Louis 
Attinssec; best known for his 
int e r p ret a tions of the works 

of Kail Marx, Sigmund Freud 
and Mao Tse-tung, has died 
aged 72. 

Packer swcgmry 

Anirt| nlia^» hfTHrmafm Ker ry 

.Packer, 52. who had a heart 
attack 16 days a|p, is in a satis- 
factory condition after 
bypass surgery. 

Tasks poisoned 

Twenty-three peojde,hatfrf 
them' children, havedied in 
a week ffilstaotadlfftejr eating' 

pntnhhffniK rnnnhmmn»L ■ 

Zanzibar poll • 

Former minister s«iw?h» ■ 
Amour has been eSected prest 
dent of tiie aabmomoas Tanza- 
nian island of Zanzibar, win- 
ning 97 per cent of the vote 
in. onei»rty elections held on. 
Sunday. 


down 

Israeli defence minister. Mosbe 
Arens has ordered the occu- 
pied West Bank and Gaza Strip 
closed from today, foDowtog 
another day of violesice in 
which one Palestinian was 
shot and three injured, and 
four Jews were stabbed by 
Arab workers. Page 4 . 

PAC ffoundor dfos 

ZephaniaMotbopeng, who 
broke away fromthe ANC.to 
help found tha mSttant Pan 
Amcanist Congress, died two 
years after his release from 
prison. He was 77. 

Czedi cabinet rift 

Czecho&Iavakia’s prime minis- 
ter. Mr Marian GsJJa, is coming 
under increasing pressure to 
resign, amid a widening rift 
between President Vadav 
Havel and Mr Vaclav Elans, 
the ftnanceminister. Page 2 

Canada In recession 

Canada has officially slipped 

into recession, with output 
foiling for two successive quar- 
ters, according to finance min- 

ister Bflchad Wbun. Page 6 

Branch J u dge s strike 

HundredsoTFretKi judges, 
moeecutoarsand^risonadinm- 


Infer ringing Up pnlnta at 

2427. WaH Street: The Dow 
Jones Industrial Average fell 
224B to close at 2494.06. Tokyo: 
tBkkei average I mpr ov ed for 
tiie seventh consecutive trad- 
ing day to dose at 25£9&30k 
up 227.44. Back Fagst-Sedtan 
ft . .. 

GIANCABLOParretti.has 
paid 2967m towards $L3bn 
takeover of IKBf/IJA, legend- 
ary BoDywoodetndio. ' • 

Page 17 ; 

HUiaiw a ITM w A » I « ^Tnf 
ftgj k rtU ; wwrt fiArman nrri- 

vcatsal bank, has been given 
tin goeheadby Bonn to take 
a 64 per cent stake in the east 
German. Deutsche Handels- 
bank-Page 17 

PHILIPS, Dutch electronics 
grrup, Jias reached a 
ggj2fon set&snient with US • 
shareholders who sued the 

company for allegedly mislead- 
ing investors about the outlook 
tor i salts. Page 17 

HACHETTE, the French pub- 
■ fishing <niii group, got 
the g»-ahead'to take control ' 
at La Cinq, thB losamaking' ■ 
private television channel, end- 
ing mi 28-month battle. - 

US government wfll have ■ 
greater leverage to secure fair * 
acoess for US banks and finan- 
cial service groups In foreign 
markets under new legislation 
by n Senate/Hoase 

i nHifmanty, 

Page.S 

PttTJ.V PKIIK Titta nutrinmaF a 
directors meet today In Loudon 
to hear^ whether Mr AsD Nadir, 
chairman of the troubled fruit, 
electronics and leisure group, 
has obtained sufficient rands 
to avoid the appointment of 
administrators. Page 17 
BJR NABISCO, food and' 
tobacco group, reported a 


operating income mid an 61 


-which dropped to J88m from 
$447In a yearaga. 


FRANCES trade deficit wid- 
r. last m o n t h to 


virtually 
try's' 


the coun- 
system. 

SapgnMnn to wed 

DC Comics has annorinced that 


erwisekncfwnas Supsman, 
will finally propose marriage 
and admit Ms true identity 
to his girifrisaui Lois Lane, but 

only after red kryptonite has 

removed his super-strength- ago. rage 7 
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i Taking a stand oft cigarettes 
i The groat debt showdown 


FFrl0.13ta($2lm), against 
FFrS^lbn in August, far worse 
than even the oust pessimistic 
forecasts. Page! 

KXCEtl. Comnhndcattong, 

UK mobile te lep ho ne operator, 
has gems into receivership 
marking what is thought to 
be the mst service provider 
to go out of business since the 
mobile 


Japan’s leading securities houses post sharp profits fall 


By Staten Wsgsiyi in Tokyo 

\ •• 

JAPAN'S four largest securities 
brokers yesterday posted their 
biggest deeSnes fo profits since 
the 19/3 oil shock, revealing the 
foil impact of this year's slump 
in Tokyo’s fin^nial 
Parent company results for 

tiie sfz months to end Septem- 
ber were even worse than the 
companies had forecast a few 
wepks ago, with the declines in 
pre-tax profits ranging between 
654. per cent for Nomura Seen- ■ 
rities, the largest company, to 
742 per cent for Nikko Securi- 
ties and '^amaichi Securities. 
Daiwa Securities saw profits 
foil 58.6 per cent 
Nomura recorded pre-tax 
profits of YUlJfon «^7Am), 


Daiwa Y592bn. Nikko Y33^bn 
and Yamaichi YS04bn. 

Just as Nomura did better 
than its rivals in the boom 
y^ars at the 1980s, this time it 
managed to limit the damage 
better than the other three 
booses, mainly by controlling 
losses more effectively on 
hhhouse trading operat io ns. 

Tbe biggest hole in the prof- 
its of all four bouses was Mown 
by the in stock " || " ifai * 

trading volumes, which hit 
jncnma from equity bro king , 
the single most important 
source of (deratin g revalues. 

With turnover on the Tokyo 
Stock Exchange in the six 
i fnnntfi ff down 29 per on the 


Rnn 


Vbn% eheaa# 


Pretax proffi Net pram 

Yba % change Ybn % chnge 


Nomura 

Dahva 

Nikko 

Yamaichi 


339 

-30.2 

111 A 

-65.1 

S5£ 

-48-5 

243 

-26.7 

G92 

-5B.5 

32.7 

-58.8 

183 

-87. 6 

33 £ 

-74.2 

202 

-88.1 

172 

-3A7 

30.4 

-74.2 

19.3 

-85.3 


previous year, stockbroking 
commission income M sharply 
by 25.7 to 3(L5 per Ibis 
pushed down total operating 
revenues by 26.7 to 37.5 per 

mnt. 

The effects were compounded 
by results from own-account 
securities dealings, where only 
Nomura recorded a prof- 
it - Y27-5bn. a decline of 71 per 
cent Nikko posted the largest 


kiss - Y27.4bn, due to a heavy 
loss in baud dealing. For all 
four companies profits from 
(tolling in equity warrants, a 
big money-spinner last year, 
collapsed by 6839 per cent 
The picture in underwriting 
was equally bleak, with Japa- 
nese companies unable for a 
time to issue any equity-related 
instruments at all and later 
able to tap the market in only 


very modest amounts. Nomura 
reported that underwriting 
income in the ate months was 
only 32 per raw* of the compara- 
ble figure for last year, with 
income from equity underwrit- 
ing foiling by 90 per cent 
However, the companies were 
cushioned from the worst 
effects of the downturn in oper- 
ating income by a sharp 
increase in financial income, as 
they earned higher interest on 
their cash reserves. 

Nomura's gross financial rev- 
enues rose 32.9 per cent to 
Y1008bn- 

The results would have been 
worse had it not been for a rule 
change by the Ministry of 


Finance which allowed the 
companies to treat book losses 
on securities holdings as 
extraordinary items. In the past 
thagp have been accounted for 
above the line. Such losses 
totalled Y8bn for Nomura, 
Y16.6bn for Daiwa, Y9bn for 
Nikko and Y5.7bn for Yamaichi. 

Commenting cm the figures, 
the companies blamed market 
conditions for their perfor- 
mance. 

Nomura said interest rates 
edged upwards due to inflation- 
ary pressures generated by the 
weakness of the yen, a labour 
shortage and the sudden rise in 
oil prices following Iraq's inva- 
sion of Kuwait. 


US tries to squash 
Saudi hint of deal 
with Iraqi invaders 

Py motor Mallet in Dhahran, Lionet Barber in Washington and Alison Smith in London 


PRESIDENT George Bush 
.yesterday struggled to repair 
the damage by Saudi 

Arabian flint its ruling 
family would back a face-sav- 
ing deal to end Iraq's invasion 
of Kuwait. - 

Amid .signs of drift within 
£-e US-led coalition against 
Baghdad and Sandi unease 
about the prospect of war, Mr 
Bush sought to recapture the 
inftiatfve yesterday by repeat- 
ing his comparison between 
President Saddam Hnawhi of 
Iraq and Adolf Offer, a 
which worked well in the eariy 
stages of the Gulf eriaia. 

“There’s a parallel between 
what wMpt did to Poland and 
what Saddam Hussein ha« 
done to Kuwait," he said in a 
speech in Vermont 

Mir Bush also sought to 
stiffen iris-allies' resolve by rill- 
ing out any deal which 
rewarded Iraq’s aggression and 
decried the “rape of Kuwait" 
by Iraqi troops. "These are 
crimes against humanity. 
There can never be compro- 
mise, any co m promise, with 
this kind of aggression." 

Alarm spread throughout 
'the US administration this 
week after Prince Sultan, 
Sa u di Arabia’s de fence minis- 
ter and brother of King Fahd, 
hinted that Kuwait ought to 
make territorial concessions to 
Iraq if Baghdad withdrew foam 
Kuwaiti territory. 

The Prince later said his 
comments to Arab journalists 
were misinterpreted. But King 
Fahd at Saudi Arabia on Mon- 


Iraq’s parliament voted 
yesterday to free all 330 
French captives in Iraq and 

occupied Kuwait, following a 
debate ordoed by Iraqi pres- 
ident ftwMam Hussein. 

Mr Edward Heath, ihe for- 
mer British prime minister, 
was due to arrive at Lon- 
don's Gatwick airport eariy 
this ram-wing With 33 Wrftlisli 
men freed by Iraq as a result 


of w« h u manita rian mission 
to Baghdad. He said he had 
also received personal go an- 
u nt w t from Mr SaiHaw that 
up to 35 more Wrfjfali wwi 
would be allowed to leave 
within the month* 
F o urteen elderly or sick 
US hostages flew to freedom 
yesterday following a 
h um anit arian by the 

American-fraqi Association. 


day followed his toother's com- 
ments with an appeal to Mr 
Sa ddam to liwfl reason and 
withdraw his forces from 
Kuwait 

"It president were to 

reconsider the matter seri- 
ously, he would ffaH Hiat it Js 
in Iraq’s interest and in his 
interest personally and in the 
inter est "f flw Awh n atWm that 
he withdraw from Kuwait," he 
«m during a visit to fan<w 
Arabia by President Hosni 
Mubarak of Egypt." 

hi an apparent reflection of 
his desire to avoid a war, the 
king said: “H something wrong 
was done, we should not try to 
redress it by another wrong. I 
believe that wa should try to 
redress the wrong by some- 
thing right” 

King Fahd «»TH the Iraqi 
invasion of August 2 “a blun- 
der" and urged Mr Saddam to 
be reasonable and Dull out *7 
do not think that this would 
bring any disgrace on Sad- 
dam," he said. 

ffis remarks suggested Sandi 
Arabia now accepted Iraq 


would be able to withdraw 
without loss of face or the 
overthrow of Mr Sa»M*w». The 
conciliatory tone of the state- 
ments by the two Sandi leaders 
contrasted with bitter Sandi 
condemnation of the Iraqi pres- 
ident in the eariy days of the 
crisis, «ud with the tone of Mr 
Bush’s latest statements. 

Senior US officials were con- 
cerned that Prince Sultan 
appeared to be giving an 
advance commitment that ter- 
ritorial grievances would be 
redressed after withdrawal 
This c am e dose to rew a rding 
Mr Saddam for his a gg re ssio n, 
a US gajfl 

The US sought forther dari- 
fleatio n of these Saudi state- 
ra an t s durin g a meeting yester- 
day between Prince Bandar, 
Sandi Arabia’s flwihMuminr to 
Washington, and Mr James 
Baker, US Secretary of State, 
at the State D epartm ent. 

In London meanwhile Mrs 
Continued an Page 16 
Saudis tone down war of 
words; More Jews injured. 
Page 4 


Thatcher sets the stage for 
clash over a single currency 


By Ralph Atkins In London 

MBS MARGABET Thatcher, 
Britain’s prime minister, yes- 
terday rqfected without qualifi- 
cation a single currency for 
Europe, presaging a dash with 
other European Community 
leaders at tins weekend’s sum- 
mit in Rome. 

Her «m w w»ntg in the House 
of Commons appeared to 
undercut efforts by Mr John 
Major, Chancellor of the 
Exchequer, to portray his pro- 
posals for a hard Ecu as a plan 
which might led to a single 
currency. The European Cur- 
rency tfoit (Ecu) is a common 
unit ^ currency throughout 
the EC whose value is set in 
member states* own currency. 

Mrs Thatcher's intervention 
flTim hfghKghtwl thg ftanriamm- 
tal division within the Conser- 
vative Party over economic 
and monetary union (Emu). 

Mr Nigel Lawson, the forma 
Chancellor, underlined the 
division within the Conserva- 
tive Party, saying it was a 
“real tragedy” that Britain had 
not entered the BKM five years 
ago. If it had done, there would 
have been no confusion with 
debate over Emu. 


He said the Treasury should 
have cut interest rates after 
joining — not at the Hnw time 

The conjunction of the two, 
sadly, led to a decree ct 
cynicism in the finandal mar- 
kets for which we are going to 
have to pay a price". A cut in 
interest rates -would be 
deferred for longer than would 
othe r wise h ave been the case. 

Answering a Question from 
Mr PaddyAshdown. Liberal 
Democrat leader, Mrs Thatcher 
said: “A single European cur- 
rency would main a form of 
economic and monetary union 
in which this House [of Com- 
mons] would give up control of 
monetary policy and economic 
policy.* 

Reflecting her gut opposition 
to a single currency, she 
accused Mr Ashdown of want- 
ing the House of Cnmnw w iB to 
accept a policy which would 
“denude it of its powers”. 

But later, opening a 
full-scale Commons . debate on 
the ERM, Mr Major stndk to 
formula first used this month 
at the Tory party conference 
by saying Britain opposed "the 
imposition" of a single cur- 


rency and monetary authority 
in Europe. 

Mr Major said the UK would 
not play a "wrecking role" at 
December's intergovernmental 
conference on Bum. His pro- 
posals for a hard Ecu left; 
the possibility of m e 
towards a single currency — 
that were the wish of govern- 
ments and of people”. He 
added, however, that it "was 
subject forever to the check of 
the House of Commons". 

The tight discipline that W 
to accompany ERM entry was 
emphasised by Mr Major. That 
wwant “no farther redactions 
in interest rates under it is 
prudent to do so". He said 
there had to be a "cu ltura l 
change” for many wage negoti- 
ators, with no prospect of a 
currency devaluation being 
used to help uncompetitive 
companies. Hie retail price 
fodor should no longer be used 
us a benchmark for pay rises. 

Addressing accusations that 
the highest paid were getting 
the biggest rises, Mr Major 
said: "Leadership In that does 
need to come from the top." 
Markets, Section 11 
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Puttbig Bhutto and de mocr ac y 
to the tost In Pakistan 

Pakistanis so to foe 

polls today to vote In 
an election which . 
many thought would 
not take place, and 
.which will decide the 
political fate of Bena- 
zir Bhutto, the ousted 
prime minister. 
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Financing 
unity might 
lead to rise 
in German 
interest rates 

By Andrew Fisher 

in Frankfurt 

GERMANY'S official interest 
rates might rise if capital mar- 
kets were forced to finance too 
tnitrfi of th e cost of unity, Mr 
Hans TLetmeyer, a senior direc- 
tor of Germany’s Bundesbank, 
warned yesterday. 

Reinforcing the central 
bank’s determination to main- 
tain tight monetary policy, he 
stressed that it opposed “unres- 
trained borrowing by German 
public bodies on the capital 
markets to finance German 
unification". 

Instead, all public bodies 
should introduce radical spend- 
ing cuts in order to avoid rais- 
ing taxes, said Mr Hetmeyer, 
who has been a close adviser to 
Chancellor Helmut Kohl on 
unification. 

Mr Halmirf grfi torin g gr, dep- 
uty president at the Bundes- 
bank. suggested farther priva- 
tisation to help meet some of 
the unity costs. 

Mr Tietmeyer said govern- 
ment transfers of at least 
DM40bn (C26bn) this year and 
DM60bn In 1991 would be 
needed to enable east Germany 
to cover its budget deficit, 
meet social security needs, 
revamp industry, modernise 
the infrastructure, and take 
over its foreign debt. 

“If transfers were financed 
largely by bonds, there could 
be pressure for interest rates to 
rise and for monetary policy to 
become more restrictive to 
counter an overly expansion- 
ary fiscal policy,” he said. 

Bundesbank officials have 
made it dear in recent weeks 
Continued on Page 16 
Privatisation could help meet 
the bill. Page 2 


EC may resolve 
farm reforms 
impasse this week 


By William Dullforca in Geneva 


EUROPEAN Community 
foreign »nri agric u lt ure minis- 
ters might resolve the impasse 
over the EC's form reform plan 
on Friday, by agreeing to com- 
pensate formers hurt by the 
proposed 30 per cent cut in 
farm subsidies. 

The EC Crawtwlwtion alma tO 
re-submit the plan originally 
proposed by Mr Ray Mac- 
S harry, agriculture commis- 
sioner, together with a package 
of “accompanying mea- 
sures" - a euphemism for 
financial aid from the EC bud- 
get - off Haig said yesterday. 

The offer of compensation, 
which must be in the form of 
direct income supports that do 
not stimulate production, will, 
it is hoped, be enough to reas- 
sure Chancellor Kohl he can 
count on the formers’ votes In 
unified Germany’s general 
election in December. 

Brussels’ failure to table its 
offer on form subsidies in 
Geneva by the October 15 dead- 
line has brought the four-year 
Uruguay Round of trade liber- 
alising talks to the verge of 
breakdown less than six weeks 
before the final meeting of 
world trade ministers in Brus- 
sels in December. 

German, French and Irish 
opposition has blocked 
approval of the MacSharry 
plan in three meetings of EC 
form ministers and two foreign 
ministers' councils fax the past 
two weeks. The main obstacle 
has been Chancellor Kohl's 
insistence on a less radical pro- 
posal whit* would not endan- 
ger his electoral victory. 

Friday’s joint meeting of EC 
farm arid foreign ministers in 
Luxembourg offers the last 


chance of resolving the 
impasse before the EC summit 
of heads of government in 
Rome at the weekend. Mr Kohl 
has refased to have the form 
proposal or the Uruguay 
Round put on the agenda for 
the summit, which is sched- 
uled to focus on EC economic, 
monetary and political union. 

Proposals for financial aid to 
formers most severely exposed 
to subsidy cuts were presented 
to EC foreign ministers on 
Monday, but rejected as insuffi- 
cient by Mr fians-Dietrlch Gen- 
seller, the German minister. He 
insisted compensation had to 
cover all farmers whose 
incomes were likely to suffer. 

Even if the MacSharry plan 
is finally approved, the manner 
of its approval will leave EC 
negotiators with little scope tor 
co m promise in the world form 
reform talks. “Anybody who 
thfnka the EC is in a political 
position to offer more is just 
not serious," an official said. 

Yet the 30 per cent subsidy 
cuts provided for in fl» Mac- 
Sharry plan are far distant 
from the 90 per cent cuts in 
export subsidies sought by the 
US and the 13 farm-exporting 
nations in the Cairns Group. 

The US and some Cairns 
Group countries warn they will 
walk away from the Round, 
unless they win a satisfactory 
outcome in agriculture. 

EC negotiators said yester- 
day that r e su lts still attainable 
in such areas as services, tex- 
tiles, intellectual property 
rights, tropical products and 
improvements to Gatt’s dispute 
settlement mechanism would 
be too valuable to sacrifice for 
a modest farm reform. 


MAIDENHEAD £ i 0.00 sq.ft. 


SLOUGH 
£9.00 sq.ft. 


CRAWLEY £8.00 sq.ft. 



HOUNSLOW £9.50 sq.ft. 


STAINES 
£8 50 sq ft : 




ST ALBANS £7.50 sq,fc. : 



INCREASE YOUR PROFITS IN 
ONE BEAUTIFUL MOVE. 


By cutting your business overheads 
you could take money out of someone 
eise’s pocket and put it right back into 
yours. Mid Wales gives you the chance 
to do exactly that and improve your 
environment into the bargain. 

High specification brand-new 


manufacturing units, cost from just 
£L50 per square foot rental in mid 
Wales. 

For details about the rural Wales 
solution to high overheads, send us 
the FREEPOST coupon or phone us 
FREE on 0800 269300 now! 


*tndustriaf rents ({ones Lang Woocton, Dec. 1989) 


DEVELOPMENT 

BOARD 

FOR RURAL 

WALES 


Please send me your information pack. I am interested in: 

□ 750-1,500 sq.ft factories d 5- 1 0,000 sq.fL factories 

D 3-5,000 sq.fL factories D Science Park Units 


NAME. 


ADDRESS. 


POSTCODE 


TEL:. 


Send co Dept D 1 046. Development Board for Rural Wales, 
FREEPOST. Newtown, Montgomeryshire SYI6 IJB.p*>wf> 
Or telephone us FREE on 0800 269300 now! 


Rural Wales 

T fa A \tM/ Gow4»«f 
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EUROPEAN NEWS 


Gulf crisis sends 
French trade 
deeply into red 


By WHIIam Dawkins in Paris 

FRANCE'S TRADE deficit 
widened sharply last month to 
a seasonally adjusted 
FFrl0.13bn (£lbn). against 
FFi5£itm (£580m) in August, 
far worse than even the most 
pessimistic forecasts. 

Around half the FFr4. 32bn 
swing (to the worst monthly 
figure for more than four 
years) is due to a heavier than 
expected build-up of oil stocks 
by industrial companies and 
households, worried that the 
Gulf crisis might hit supplies 
as winter arrives. According to 
provisional figures from the 
customs service, the energy 
deficit grew from FFr7.85bn in 
August to FFr9.88bn last 
month. 

However, even after last 
month’s poor performance, the 
seasonally adjusted overall def- 
icit of FFr32J35bn for the first 
nine months is only slightly 
worse than the FFr3L16bn for 
the same period of 1988. So the 
government is sticking to its 
budget forecast of a slight 
improvement in the trade defi- 
cit for the year, to FFr4Qbn, as 
against the FFr43bn trade 
shortfall In 1989. 

The rest of last month’s 


Paris bank executives 
face insider charges 


By George Graham in Paris 

THE case against two senior 
managers of Sod£t£ Generate 
de Fonderie (SGF), a deftmct 
building company, and three 
senior executives of Paribas, 
the merchant bank, opens in 
the Paris commercial court 
today. 

The SGF directors are 
accused of miste-ading inves- 
tors In 1986 by forecasting a 
slight loss for 1985, one 
month before revealing a net 
loss of FFrl04m - an 
announcement which caused 
SGPs shares to drop 40 per 
cent in three days. 

Alongside these charges of 
false information, the Paribas 
execut i ves, Mr Francois Morin, 
vice-chairman of Paribas’s 
supervisory board, Mr GiHes 
Cosson, managing director, 
apd Mr Jean-Frangois Beignier, 
deputy managing director, are 
also- charged with insider trad- 
ing for selling part of the stake 
held by their company, at the 
time state-owned, before the 

The Commission des 
Operations de Bourse (COBX 
France’s stock market watch- 


dog, concluded at the Burn that 
Paribas had sold ahead of the 
announcement of SGFs losses. 

Paribas’s lawyers retort 
that it sold as soon as it knew 
that the attribution of double 
voting rights to some of its 
shares would take its stake in 
SGF over 50 per cent, and 
thus lead to a de facto nation- 
alisation. 

Underlying these charges, 
however, some observers have 
been tempted to see the case as 
putting on trial the French 
government’s fndnatHai inter- 
vention policy in the early 
1980s. 

SGF remained, until it was 
slowly allowed to expire, one of 
the perennial lame ducks of 
French industry, kept afinat by 
its principal shareholder, Pari- 
bas. 

“In the normal order of 
things, SGF should have filed 
for bankruptcy in 1981, but 
with 13.000 jobs in question 
and with Paribas on the verge 
of uafloymHsaitimi, there could 
be no question of letting it go 
under, commented one Paris 
banker. 


Berlusconi is obliged to 
scale down pay-TV plans 


By Haig Sfmontan in Milan 

MR Silvio Berlusconi, the 
television and entertainment 
magnate, has been obliged to 
scale down his plans to estab- 
lish the country's first com- 
mercial pay-TV network, in the 
first restructuring of bis media 
interests since the approval of 
Italy’s new law limiting broad- 
casting and media ownership. 

Under the new scheme 
launched yesterday, Mr Berlus- 
coni’s Fininvest family com- 
pany will take only 10 per cent 
of Telepiu (Tele+X the three- 
channel pay-TV network which 
could start broadcasting by 
next August, subject to official 
approval 

The remainder of the compa- 
ny's opening LlObn (J8.8m) 
capital will be divided between 
a variety of private-sector 
entrepreneurs dose to Mr Ber- 
lusconi. In blocks of 10 per cent 
each. 

The group could subse- 
quently be open to participa- 
tion by other leading foreign 
media concerns. 

According to Finlnvesfs cal- 
culations. setting up the net- 
work could cost up to Ll,000bn. 
leaving ample room far foreign 
shareholders once its capital 
requirements start to rise. 

Fininvest has been pre- 
vented from taking frill owner- 
ship following legislation 
passed in August which limits 
its TV interests to its current 
three **iwnnpiR 

According to Mr Berlusconi, 
the new rules have blocked 
entrepreneurship and are 
unfair as pay-TV is substan- 
tially different from other 


finrmg of broadcasting. 

Because of the legislation, 
Fininvest has been obliged to 
assi gn the frequencies it had 
earmarked far its pay-TV ven- 
ture to TelB+, feu which it will 
also provide a variety of ser- 
vices an contract. 

The new network is likely to 
fallow Finlnvesfs original plan 
for three separate channels 
providing films, sport and 
sews. 

Although the scale of 
charges has yet to be 
announced, Mr Berlusconi said 
that Fininvest had been plan- 
ning a monthly subscription of 

L25,000-L30,000. 

The network, which expects 
to employ 1,200, will need L4m 
subscribers to break even. 
Based on production of 30,000 
decoders a month, it hopes to 
have 360,000 subscribers in its 
first year. 

The creation of Tele* could 
have repercussions for Mr Ber- 
lusconi’s other TV interests. 
Although exclusive coverage of 
Mg sports events is likely to 
r emain reserved far his main 
channels, some sports pro- 
gramming will be shifted to 
Tele+. 

Mr Berlusconi also disputed 
the 3-4 per cent viewing quota 

claimed by Telemontecarlo 
(TMC), a smaller private-sector 
nommercial station, in which 
Mr Raul Gardini’s Ferruzzi 
group last week bought a 40 
per cent stake. 

According to Mr Berlusconi, 
TMC accounted far less than l 
per cent of the total Italian 
audience. 


Estonia to erect customs barriers with rest of Soviet Union 


change is spread more or less 
evenly across all sectors. The 
deficit on the industrial 
account, including military 
equipment, widened from 
FFr&51bn to FFr7-5lbn, within 
which the surplus on military 
exports fell from FFr293bn to 
FFTLBSbn. France exported six 
Airbus aircraft last month, for 
FFrl.3lbn. slightly down on 
the seven sold for FFrLSbn in 
August. Meanwhile, the sur- 
plus on the agricultural pro- 
duce account fell from from 
FFr497bn to FFttUtfbn. 

“It’s not a matter of France 
pricing itself out with a strong 
franc. These figures simply 
show that the French economy 
is getting weaker in line with 
other continental European 
countries,” said Mr Bernard 
Godement, senior French econ- 
omist for Nomura Research 
Institute in Paris. 

France's deficit with its 
European Community partners 
expanded from FFr4Jj9bn to 
FFr7.47bn. Germany accounts 
for the largest part of the EC 
hnhalawffg, though, TmUBUfllly. 
France also registered a small 
deficit of FFrlOOm with Britain 
last winwth. 


By Quentin Peel in Moscow 

THE PARLIAMENT of the 
rebellious Soviet republic of 
Estonia, smallest in the union 
and frequently the most adven- 
turous, has formally approved 
a law to establish permanent 
customs checks with the rest 
of the Soviet Union. 

In the face of bitter protests 
from the minority Russian- 
speaking population in the 
republic, SB border posts are 
already being equipped, and 74 
border inspectors have com- 
pleted a training course. 

However, the Estonian par- 
liament dropped provisions 


from the draft law which 
rwould have granted the border 
posts power to inspect pass- 
ports and control migration, 
for fear of sparking violent 
demonstrations by the Russian 
minority. 

Instead, the law allows up to 
14300 customs officers and fron- 
tier guards to inspect commer- 
cial loads from enterprises, and 
prevent the export of “products 
which are unavailable in 
Estonia, currencies and pre- 
cious metals.” 

In spite of the compromise, 
the law and the establishment 


of the proper border posts - as 
opposed to mere road-blocks - 
represent the most serious 
move yet in the steady disinte- 
gration of the Soviet Union 
into its co nstitu ent republics. 

Estonia borders the Russian 
federation and its fellow Baltic 
republic of Latvia, which is 
planning to erect comparable 
barriers to trade. Agreements 
have been signed with both, as 
well as with the city Of Lenin- 
grad, allowing trade to be con- 
trolled. 

On one level, both Russia. 
hwlniHny Leningrad, Lat- 


via are happy enough to allow 
controls. Estonia unilaterally 
raised a string of food prices 
from October 15, including 
meat (up 2.4 times), butter and 
milk (up 2.7 times), flour and 
bread. Without controls at the 
border, the neighbouring 
regions are terrified that their 
shops, already half bare, wifi 
be picked dean far Estonians 
seeking cheap supplies. 

Meanwhile, progress towards 

the introduction of Estonia's 
independent currency, the 
crown, has been hit by a short- 
age of hard currency to pay an 


m ndentified western printer 
far its printing, accordin g to 
the Baltic News Service in 
Moscow. 

Meanwhile, in Moscow, fixe 
Bfaydan parliament was con- 
tinuing its own rebellion 
against the central govern- 
ment Deputies began the first 
reading of a draft law requir- 
ing ail onion legislation, 
including decrees by President 
Mikhail Gorbachev, to be rati- 
fied by the parliament before 
becoming law in the federa- 
tion. 

The law has already been 


described . by Dr Leonid 
Abalkin, the deputy prime 
minister, as “the way towards 
chaos and disintegration of file 
- country." 

• The Soviet parliament voted 

yesterday to bads Revolution 
Day celebrations in Moscow, 
setting the national govern- 
ment at odds with city qffida lz 
who have called for the suspen- 
sion of festivities, Reuter 
reports from Moscow. 

By 312 votes to nine, pariia- 
ment caifad on the government 
to step in and organise the 
November 7 holiday. 



Privatisation could help meet 
the bill for German unification 


By Andrew Fisher in Frankfurt 
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The church spire of the northern Bavarian 
village of TfoirtMifoM is dwarfed fay the cooling 
towers of the Gxafenrheinfeld nuclear po w er 
station, one of the world’s biggest, condemned 
by opponents as the devil’s creation. Since 
Chernobyl, German nuclear industry has stag- 


nated, facing opposition from a third of the 
population. Unification has added to the nega- 
tive view of rniciear power, with the closure of 
Soviet-designed reactors at Greifswald and 
their likely replacement with conventional 
plants. 


WILL HIGHER taxes be needed 
to pay far the rising cost of 
German unity? The Bonn gov- 
ernment hopes they can be 
avoided, but this is by no 
means certain. Germany's five 
leading economic institutes 
thi s week oam«» out against tax 
increases, saying that savings 
could be made on. subsidies 
and defence spending: 

But taxes need not be the 
only issue. On October 3, the 
day the two Gemumys became 
one, Mr Helmut Schleainger, 
deputy president of fixe Bund- 
esbank, threw a new proposal 
into the ring - privatisation. 
Mr Helmut TT»n»«m»'nT> < the 
economics minister, has also 
given the idea his support. 

In a speech on unity day, Mr 
Schleainger devoted a large 
section to the iffaw of wiiHwa off 
public assets. He called for 
“more imagination" in public 
fimmrmg and the readiness to 
question established policies in 
the state-run sector. Tax 
increases should not be seen as 
the only or the quickest solu- 
tion, he said, though he did not 
rule these out 

Later, Mr Schlesinger said 
that while the book value of 
federal assets was around 
DMIObn (£3.3bn), the actual 
sales value would be “several 
times higher.” He did not spec- 
ify which companies might 
come under the hammer. 


But analysts note that Luft- 
hansa, the airtfoe of which the 
state owns 62 per cent, would 
be an obvious candidate; so 
would Telekom, the na ti o n al 
telecommunications concern. 
Mr Haussmann mentioned 
both Lufthansa and the Bun- 
desbahn (west German rail- 
ways) in Ids comments on pri- 
vatisation. 

Mr snhk»higer also pointed 
ant that the west German 
states (Lfinder) have consider- 
able holding s, some of which 
they should consider selling, 
though their total value is 
impossible to assess. Lower 
Saxony, far instance, owns 20 
per cent of Volkswagen, while 
state and local authorities own 
luge stakes In energy utilities 
like Bayern week and RWE. 

Mr Schleainger wants people 
to be aware of just what Ger- 
man unity means in toms of 
cost “The reason I made these 
proposals is that X believe the 
public has not yet properly 
understood the extent to which 
public indebtedness has 
increased as a result of the 
treaty on German unity.” 

The latest estimates by the 
Bundesbank put fins year’s net 
borrowing requirements at 
around DMlOOim; next year’s 
will be higher. 

“To a certain extent, fids is a 
new situation far Germany.” 
He wants politicians to try to 


curb the rise in debt as vigor- 
ously as possible. “We never 
had a real debt problem, 
before.” Until the east German 
economy recovers east Ger- 
many will generate few tax 
revenues of Its own. 

Even if a new privatisation 
phase does happen, fids will 
hardly solve the whole prob- 
lem. State assets cannot be 
sold at once and some econo- 
mists doubt that the proceeds 
would make much more than a 
dent in indebtedness. 

But Mr Schlesinger wants 
the federal and state govern- 
ments at least to consider 
alternative means of financing. 
The states also have a consid- 
erable spread of stakes in 
regional and savings banks. 
These could be regarded as 


Czech PM comes under mounting pressure to resign 


By Judy Dompsay, East European Correspondent 


CZECHOSLOVAKIA’S prime 
minister, Mr Marian Calfa, is 
coming under increasing pres- 
sure to resign, amid a widen- 
ing rift between President 
Vaclav Havel and Mr Vaclav 
Pma, the Bnawa minister. 

Mr Klaus, who favours a 
rapid road to the market econ- 
omy, has frequently criticised 
the slow pace of change by the 
presidency as well as the fact 
that the old communist 
bureaucracy remains largely 
intact 

Mr Havel, for his part, is con- 
cerned that radical reforms 
will lead to high unemploy- 
ment 

The pressure on Mr Calfa, a 


farmer who Is sup- 

ported by Mr Havel, follows Mr 
Klaus’s election last week- as 
president of Civic Forum, fire 
movement which toppled ' the 
communists last November. 

This puts Mr Klause in a 
strong position to marginalise 
the left wing of the movement, 
and push forward radical eco- 
nomic reforms which Mr C alfa 
has been reluctant to support. 

Civic Forum has lost popu- 
larity in recent weeks, largely 
because expectations about 
change have not been met and 
it faces a severe test In next 
month's local g ove r n m e nt elec- 
tions. 

If Mr Klaus can swing public 


opinion behind the Forum, he 
may use his political awiia to 
succeed Mr Calfa. . 

If. this were to happen, the 
differences between he and Mr 
Havel about file government's 
Ideological direction would 
deepen. 

Were Mr Klaus to become 
prime minster, Mr Havel's min- 
isters and close friends who 
formed Charter 77, the dissi- 
dent human rights movement, 
would be marginalised; these 
include are Mr JM Dienstbier, 
the foreign minister, and Mr 
Vaclav Vales, the minister far 
economic reform. 

Mr Havel is bring boxed in 
by Mr Klaus and by a group of 


Civic Forum supporters in par- 
liament who have farmed a 
pr e ssu re group. , the Club of file 
Democratic Right. 

Meanwhile, Mr Havel is 
attempting to prevail upon Mr 
Vladimir Medlar, the prime 
minister of Slovakia, to replace 
Mr Calfa in the event of fin 
tetter's resignation. 

However, Czechs are luke- 
warm towards file idea of a 
Slovak heading the federal gov- 
ernment an inHiwrtifln of the 
strained relations between the 
Czech Lands and Slovak ia 
To complicate matters, divi- 
sions in the Slovak govern- 
ment are deepening. 

Mr Medar has threatened to 


resign altogether if Mr Anton 
Andras, Slovakia’s interior 
minister, remains in office. Mr 
Andraa is a «gnim- member of 
Public -Against Violence-whioh 
holds 48 of the ISO seats in the 
Slovak National Council, or 
parliament. 

In the local government elec- 
tions, PAY is likely to lose 
heavily to the Slovak National 
Party which won 22 seats, or 
1394 per cent of the vote, in 
fixe federal elections. 

But its s trldnnt ifcwnaink far 
autonomy from Prague now 
make it the most popular party 
in Slovakia and a destabilising 
element in the Czechoslovak 
Federation. 


Brussels report backs broader 
EC powers and majority votes 


By David Buchan In Brussels 

THE FORTHCOMING 
negotiations on a new Euro- 
pean Community treaty are “a 
golden opportunity” to broaden 
the EC’s powers into areas like 
defence and to speed its deci- 
sions by basing them more on 
majority votes. 

This is the thrust of a report 
released by the European Com- 
mission yesterday on how it 
views the Inter-governmental 
conference on political union, 
which is dne to start formally 
In Rome on December 14. 

The report believes the cur- 
rent balance of power should 
be maintained between the 

community’s three bod- 

ies; parliament gjumiid have 
its right to amend EC legisla- 
tion extended, and the council 
of ministers should have wider 
decision-making powers in far- i 
elgn and security policy, but 
the commission's near-monop- 
Qly on initiating policing had to 
be “safeguarded”. 

Speaking in Strasbourg yes- < 
terday, Mr Jacques Deters, the < 
commission president, told i 
members of the parliament 1 
that a fundamental derision \ 
about federalism was ] 
approaching. “If one thinks, i 
like the UK, that only the 


Italian president 
affirms unity on Gulf 

By Robert Mauthner, Diplomatic Correspondent 




De kflchelis: *broad agreement* 

nation state counts, then one 
should say so and wind up the 
commission and the parlia- 
ment,” he said. 

But be also warned MEFs 

that if they got their way and 

won for the parliament some 
or all of the commission's poli- 
cy-initiating role, “then the 
commission would simply 
become the governments’ exec- 
utive and precious little would 
remain of the community’s fed- 
eralist spirit”: 

After rimjrinf f a mooting hi 


Strasbourg of fellow minis ters 
and parliamentary leaders, Mr 

Clamnl De Ml choTfo, t h** TtaHan 

foreign minister, said yester- 
day there was broad agreement 
on writing in new rights for EC 
citizens, formal approval by 
MEFs of commission members 
n ominate d hy gover nments . an 

extension of majority voting in 
the council, and of amending 
rights for parliament 

But most go ve r n ments were 
not prepared to give parlia- 
ment the both* rights they had 
in making EC legislation, or 
any real say in foreign policy. 

The commission paper ech- 
oes the suggestion by the Ital- 
ian presidency ftat Article ms, 
which for more than 30 years 
has sheltered European 
defence procurement from EC 
rules on competition and open 
bidding , be struck out of Che 
Treaty of Borne. 

It also endorses another Ital- 
ian idea that the EC treaty 
might take over file mutual 
defence commitment of the 
Wes tern European Union 
(WEU). This commitment 
binds the nine of the 1 2 EC 
states that belonging to WEU 
to come to each other’s aid if 

any were attacked. 


PRESIDENT Francesco 
Cossiga, the Tfaflfan president, 
yesterday underlined the 
united stand of Britain and 
Italy in the face of “the arro- 
gant defiance” Of iTi ta n mll iwial 
law represented by Iraq's inva- 
sion of Kuwait. 

The Italian president, who 
had earlier arrived In London 
for a three-day state visit, said 
in a toast at a banquet given in 
his honour by the Queen at 
Buckingham Palace last ni g ht , 
that both Britain and Italy 
were “resolved not to give way 
to such outrages”. 

They would nevertheless 
deploy aU their efforts within 
the United Nations to search 
far a political solution to the 
crisis without resorting to 
farce. 

The president will meet the 
.British prime minister Mrs 
Margaret Thatcher today far 
talks expected to range from 
the Gulf crisis to the future of 
the European Community. Mrs 
Thatcher’s opposition to the 
Deters plan far closer mone- 
tary union is unlikely to 
Mr Cossiga from expressing 
Italy’s support for it 

Mr Cossiga is said to be a 
personal friend of Mrs 


Thatcher’s. Both leaders can 
therefore be expected to speak 
frankly to each other in spite 
of the protocol which would 
ordinarily prevent a visiting 
head of state from bringing up 
controversial subjects in faBm 
with his hosts. 

At Buckingham Palace -last 
night, however, President Coss- 
iga was noticeably diplomatic 
in broaching the subject of 
Britain’s attitude to further 
European integration. 

He expressed confidence that 
“the great British t radition of 
democracy and down-to-earth 
pragmatism, coupled with the 
generous Idealism that has so 
often fuelled the hopes of peo- 
ples throughout the continent 
of Europe, will continue to 
make a major contribution to 
the progress of the Europe a n 
Community." 

• Fresh diplomatic efforts to 
persuade Italy to re-open its 
border with Austria to lorry 
traffic will be made next week 
when EG transport ministers 
meet, David Buchan reports 
from Brussels. 

European Commission offi- 
cials said yesterday they hoped 
to broker an end to the block- 
ade that started cm October 16. 


only partiaL Certain types of 
subsidised interest loans, such 
as public housing finance, 
could also be sold to investors. 

Since 1963, privatisation has 
raised around DMIObn. A far- 
ther round would help intro- 
duce flexibility into public 
fhwnnim at a time of high unifi- 
cation costs, Mr Schlesinger 
said. At the end of last year, 
total financial assets of all 
west German public bodies, 
including shareholdings, 
totalled some DM370bn- “Much 
of fids can be privatised - not 
at once, of course." 


Swedes 
warned of 
hard times 

By Robert Taylor 
in Stockholm - - 

THE SWEDISH government'a 
austerity package due to be 
announced later this week to 
deal with the country’s deter- 
iorating economy will arouse 
widespread, discontent, Mr 
Allan Larsson, the finance 
min ist er , warned yesterday. 

Recalling the unpopularity 
aroused by the sharp rise in 
Sweden’s oil prices in late 
August after the Iraqi inva- 
sion of Kuwait, he said he 
feared file forthcoming emer- 
gency programme of public 
spending cuts would provoke a 
storm of protest 

Mr Larawm said the coun- 
try’s parliamentary system 
faced a severe test because his 
package would impose “great 
dema nd s" on Sweden's politi- 
cians. He added that p olitical 
leaders "must now show that 
they can take responsibility 
and stand out against hostile 
public opinion”. 

The package Is expected to 
be announced later in the 
week but Mr Larsson’s tough 
warning suggests that it wlQ 
hit cherished welfare pro- 
grammes and produce an 
Increase in unemployment. 

The ruling minor i ty Social 
Democratic government has to 
win wide support in parlia- 
ment to carry through the 
measures -and thte is going to 
prove difficult with only 11 
months before the gen- 
eral election. 

The opposition parties 
remain conrased and divided. 
Mr Carl Blldt, leader of the 
Moderates, said that Ms party 
would not support what the 
government proposed. Mr 


Door of reform creaks open in Europe’s last communist bastion 


By Laura SHber in Tirana 

THREE months after the exodus 
from Albania, several embassies 
remain closed in Tirana for fear of 
another flood of refugees. 

Many senior western diplomats, 
still consulting in their capitals fol- 
lowing the stampede by refugees last 
July, will this week miss the biggest 
international event in the country’s 
post-war history. 

Albania, cautiously prising open 
the door to the outside world, is 
hosting a summit of Balkan foreign 
ministers. 

Soldiers, policemen and the Sigur- 
imi, the Albanian secret police, will 
be keeping a close eye on the event 


They patrol Skenderben Street, Tir- 
ana's diplomatic quarter. The 
authorities are taking no risk. Four 
metre walls, topped with broken 
glass surround the embassies. 

As a safeguard, consular sections 
of the embassies have been relocated 
away from the embassies. But still 
the crowds come for visas. As many 
as 20,000 Albanians have left the 
country legally since July. The gov- 
ernment's cautious mix of Marxism 
and reform is not enough of an 
incentive to stay at home. 

Amid the security and the rush for 

visas, the authorities are Introducing 
reforms which, by Albanian staa- 


Albanla offered voters secret ballots and a choice of candidates in a 
draft election law published yesterday, Reuter reports. But the draft 
law stops short of letting political parties other than the ruling Wesk- 
ers* (Communist) Party stand tn elections. The reforms mark a step 
forward fin: Albania, which is slowly coming out of decades of self-im- 
posed Isolation, but fall well short of those introduced in other East 
European states. Hie official Albanian news agency ATA grid the draft, 
to be sent to parliament on November 12, was published In n e wsp ap ers. 


dards, are radlcaL For under Presi- 
dent Ramiz Alia, Europe's last bas- 
tion of ftfltniwiiTnmn is opening up. 

He promised reforms at the 10th 
plenum of the ruling Albanian Party 
of Labour in May. These included as 
overhaul of the country's severe 


legal and penal systems. 

Since then, Albania hac requested 
membership of the CSCE, the Con- 
ference on Security and Co-operation 
in Europe. Acceptance by the CSCE 
may be influenced by an announce- 
ment in yesterday’s Zed I FopuW, 


the party daily, which published the 
draft of a new election law. 

Fra tiie first time, file law will 
give rittaens a choice of multiple and 
tartopanHant candidates from organi- 
sations tolerated by the authorities. 
But it fails short of allowing inde- 
pendent political parties. 

The cautious approach towards 
creating more flexibility in the sys- 
tem Is being spearheaded by Mr 
Alia, the hand-picked successor to 
the late Mr Enver Hoxha who 
founded the Albanian (communist) 
Party of Labour in 1946. 

Mr Aha insists that Albania will 
chart its own reform course and 


int e g r a ti o n Into Europe. But pres- 
sure both from within and outside is 


The greatest pressure is economfe. 
After more than 12 years of total 
self-reliance, Albania, which broke 
off relations with China in 1978 and 
the Soviet Union in 3961, has paid a 
high price far decades of isolation. 
The average salary is about 475 lek 
(947). Young people, no longer con- 
tent at watching events in Europe 
unfold on foreign television, seek 
more information by asking foreign- 
ers about life in the west As they 
do, they still have to keep an eye on 
the ubiquitous S%drimL 
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Congress urged to 


on trade talks 


^ By Nancy Dunne In Washington 


TWO. FORMER US. trade 
representatives who a 
broad private-sector coalition 
In support of the .Uruguay 
Round have written to every 
member of Congress asking 
that they withold judgment of 
the international trade fan TVs 
until the- negotiations have 
concluded. • 

Alarmed , by growing opposi- 
tion to the Round, sparked by 
US farm trade prop os als, Mr 
William' Brock Mr Robert 
Strauss, trade representatives 
under Presidents Carter and 
Reagan, asked members root 
to succumb to pessimism *mtfl 
we see what the negotiators 
can bring home”. 

Th irty- four senators have 
now signed on in support of a 
resolution which wpuld with- 
draw the “fast-track” agree- 
ment, granted in 1988, not to 
amend "whatever Hp«]| is pro. 
duced by the Round. The reso- 
lution was to be introduced 
yesterday by Senator Kent 
Conrad, a North Dakota Demo- 
crat and “pre-fned” for a vote 
in the 1991 Congressional ses- 
sion. 

Passage of the resolution, 
would allow the senate to re- 
write some of £be hard-fought 
compromises which could th**) 
destroy the Round. 

Sir Brock soul Mr Strauss are 
co-chairmen of the MTN Coali- 
tion, a group representing 
14,000 -business «nd consumer 


organlsatinna, formed to sup- 
port the negotiations. It does 
not take positions on Individ* 
ual issues; its members do not 
agree on many of the details, 
text are respondiagto the new 
threat to the Round with 
letters and telegrams to Capi- 
tal Hfll. 

“We are under no iHnsions 
about the present state of the 
negotiations,” the co-chairmen 

aay m their letters. “It is some- 
times difficult to envision tfrg 
Europeans giving up agricul- 
tural export subsidies, or the 

LDCs opening their markets, 
or what the US has to offer in 
return. But we see nothing to 
be gained by rushing to judg- 
ment or throwing in. the towel 
prematurely, because there is 
still time for major changes.” 

The two stressed positive 
developments in the negotia- 
tions. They said at least 10 
developing countries have 
agreed to give up special treat- 
ment granted them in the past 
and 'Tor the first time really 
join the Gait”. 

Thee is much to be gained 
“from plain, old-fashioned tar- 
iff cuts mi our exports” as wdL 

They acknowledged that the 
Round will be “no panacea” for 
the problems of the world , 
economy, and that, there would 
stiH be need for “tough bilat- 
eral trade remedies to open 
markets”. 


Dunkel puts pressure 
on EC over deadline 


MR Arthur Dunkel, the 
director general of the General 
Agreement on Tariffs and 
Trade, yesterday told a Ger- 
man audience that pressures 
for reform “are growing from 
all sides and will not be held 
back by fine-tuning current 
policies or by tinkering at the 
margins of the problem”, AP 
reports from Geneva. 

He urged “a comprehensive 
reform programme, extended 
over a reasonable period of 
time”, incfndtng cuts in border 
restrictions like tariffs that 
raise consumer prices, and 
domestic supports' and export 
subsidies, which distort compe- 
tition.. \ ; . ’ .. 

His speech seemed dorignwi , 
to put . pressure on the EC, thB . 
only major group faffing to 
nieet an October IS deadline 
for affering ferm aippcfft ctife 
m Gatt, and Germany, which Is 
in the forefront erf opposition to 
concessions. 

European ministers hare 
failed several times to agree on 


a proposed common position, 
which still falls short of 
reforms demanded by the 
United States and other major 
farm exporters. 

The zift over agriculture is 
threatening to derail the wlde- 
ranging four-year-old talks. 
Ministers from some 100 
nations are scbechiled to sign a 
package deal catting trade bar- 
riers in 15 areas in December. 

“We cannot afford to miss 
the opportunity to put the mar - , 
ket back where it belongs in 
agricultural tirade,” Mir Dunkel 
said. “And five weeks away 
from tiie end we are nowhere 
near *m« goaL” 

He appealed to newly unified 
Germany to shoulder- “its 
responsibilities”, -saying its 
economic -power 'depended on 
an ’ Open worifi trade system. 
Mr Dunkel spoke at a gather- 
ing of th e Uebersee-dub in 
Hamburg. 

His speech was distributed 
in Geneva, where Gatt has its 
headquarters. 


US to investigate 
Japanese car plants 


JAPANESE car mdkeTs with 
US plants are being investi- 
gated by the US government to 
determine whether they give 
more business; to suppliers 
with Japanese ties, company 
spokesmen said bn Monday, 
AP reports from Nashville. 

The Federal Trade Commie-' 
sfon is investigating Nissan 
Motor Manufacturing USA, of 
Smyrna, Tennessee, Toyota 
Manufacturing of Georgetown, 
Kentucky, and Honda of Amer- 
ica,lnMarysviHe, Ohio.; . 

Two congressional commit- 
tees asked the FTC to investi- 
gate whether Japanese suppli- 
ers are getting preferential 
treatment over US competitors. 

“From past and present prac- 
tice at the FTC,, you may be 
assured that there is no exemp- 
tion from the antitrust laws for 
foreign companies whose con- 
duct harms, or threatens to 
barm, markets and consumers 
in the. US,” FTC Chairman Ms 
Janet Steiger testified before 
the House Judidaxy Commit- 
tee on May 8, this year. 

“A number of recent trade 
and press reports Indicated 
that the go v e rn ment of .Japan 
intends to m ake kefre tsn more 
open and competitive: ' s . . 


“We believe we will make 
our best contribution by focus- 
ing on the eco nomic implica- 
tions of the keiretsu system for 
the auto manufacturing and 
auto parts industries in the 
United States,” she said. 

Keiretsu is a Japanese 
term for doing business only 
with each other or compa- 
nies you have a stake in. 

Toyota of Japan, the par- 
ent company of the US car 
maker, has ownership in at 
least “a couple” of its parts 
suppliers, said a Toyota 
spokeswoman, Ms Barbara 
McDanieL 

The investigators asked 
Nissan for the names of its 
151 supplier companies, 
copies of purchasing con- 
tracts and other supplier 
information, Ms MarHia 
Trammell, assistant legal 
counsel. Nissan owns none of 
those companies, but does 
hold minority interest in 
some of them, Ms Trammell 
said. 

Honda does not participate 
in keiretsu.. and has never , 
been organised in that way, ' 
said Mr Roger Lambert, a ; 
company spokesman. ' 


Venezuela and Yugoslavia 
in alumina joint venture 


By Jonpli Mam In Caracas 

VENEZUELA and Yugoslav^ 
have signed a letter of -intent 
covering the construction of a 
new complex for producing 
alui pfna and. primary alumin- 
ium in VenewipJa. • * • 

•file agreement calls for 
establishing a joint ven ture 
company to build and operate 
a lm-tonnes-a-year alumina . 

plant and a . 300,000 tonnes^r 

year aluminium smelter 'in 
Bolivar State, in south-east 
Venezuela. ; 

CVG,'a heavy-industry com- 
plex owned .by the Venmmelan 
government, 1 will hold 20 per . 
cent equity in the company, to 
be called Alyuven, while Mak- 
metal Group of Yugoslavia will 
hold s) per cent- . 

- Makmetai has agreed to 
secure financing, for the xmw 
project, while CVG, which 


owns and operates steel, alu- 
minium, mining and hydroelec- 
tric power companies, will pro- 
vide support in obtaining land, 
electric power and supplies of 
raw materials.* ’ 

• Shell Chemical Interna- 
tional has signed an agreement 
with the Venezuelan govern- 
ment’s petrochemical pro- 
ducer, Peqoiven, under which 
the latter will supply so.ooo 
metric tons a year of ethylate 
and 12,000 tonnes a year or pro- 
pylene, startingOctober 1991 . 

DeUVenes are scheduled^to 
begin after Pequlven pots into 
operation a new olefins plant 
in the' western state of Zulla. 
-The contract will be for a mini- 
mum of three years. Prices for 
the deal, the first to he signed 
for the new olefine facility, will 
not be published. 


Developing 
world mends 
textile split 

TEXTILE PRODUCERS in the 
developing world have 
resolved their differences and 
agreed a joint approach to the 
Uruguay Round negotiations, 
Canute James reports from 
Kingston, They will seek con- 
cessions for small producers 
and continuation of a Carib- 
bean programme for assembl- 
ing and re-exporting garments 
to the US. 

The pact has ended disagree- 
ments within the International 
Textile and Clothing Bureau 
(XTCB), an organisation of 
Third World producers. The 
larger members, including 
China, India Bangladesh, 
which are high-volume, low- 
cost producers, had previously 
argued for all preferential 
treatment to be removed for 
other developing countries, 

such as those in the Caribbean 
which are gmailw producers. 

Mr Peter King, chairman of 
Che Caribbean and Central 
American Textile Council, said 
the smaller members bad 
threatened to leave the TTCB 
unless the larger producers 
took account of "our special 
situation”. 

“There had to be concessions 
on both sides,” Mr wtng paM. 
“Larger producers wanted new 
accords under Gatt to be 
implemented within one year; 
we wanted them implemoited 
after 12 years. We agreed on 
gfac-and-a -haTf years.” 


US cigarette export habit hard to break 

Test case in Thailand ends a long-standing import ban, writes Peter Ungphakorn 

r ■ i HE THAI government new health tax ou all ciga* ready to face the Americans. more than meets the i 


T HE THAI government 
announced this month 
that it would lift its 
import ban on cigarettes in 
order to conform with the Gen- 
eral Agreement ou Tariffs and 
Trade. 

But it also decided to use the 
Gatt dispute settlement panel's 
report to resist farther Ameri- 
can action under section 301 of 
US trade law, and to step up its 
own anti-smoking cam p ai gn . 

Until the Gatt panel reached 
its conclusion on September 21, 
the dispute was seen as a test 
of whether cigarettes could be 
given special consideration 
under Gatt because of the 
health risk caused by smoking. 

It has now become a test of 
whether Washington will 
accept additional findings by 
the panel that Thai bans on 
adver tising , paint of sale pro- 
motion and sponsorship do not 
violate Gatt; or whether the 
Americans will carry out their 
threat of unilate ral trade sanc- 
tions under section 301 if Thai- 
land refuses to relax these 
rules. 

Thailand believes the 
Americans are being asked to 
show a commitment to a multi- 
lateral trade regime over unila- 
teralism. 

The Thai government has 
cited Gatt in order to legitimise 
lifting the import ban and to 
weaken opposition from the 
cigarette manufacturing 
unions. It is also proposing a 


new health tax on ril ciga- 
rettes to fingw» an anti-smok- 
ing campaign. 

The Commission of the Euro- 
pean Community, which for- 
mally expressed an interest on 
behalf of European tobacco 
companies and was allowed to 
attend the panel's h eart is 
also watching the develop- 
ments. 

Last year, US companies 
petitioned the US Trade Repre- 
sentative under -section 301 to 
impose sanctions against Thai- 
land for banning cigarette 
imports. 

. The representative decided 
m December to take the case to 
Gatt, an unprecedented action. 
In previous cigarette disputes 
with Japan. Soiitb Korea nnri 
Taiwan, the Americans had 
successfully used the threat of 
section 301 sanctions alone, 
without recourse to Gatt's 
internationally recognised 
rules. 

The action against Thailand, 
however, was taken at a sensi- 
tive stage of the Uruguay 
Round of Gatt talks when US 
commitment to multilateralism 
was being questioned by Thai- 
land and other Gatt members. 

The Americans also contin- 
ued a separate line of attack 
outside Gatt They argued that 
although Thailand's advertis- 
ing and promotion ban applied 
to all cigarettes and therefore 
did not discriminate, it 
amounted to unfair trade prac- 


GATT 






tice because American ciga- 
rettes were less well known on 
the Thai market than the Thai 
brands and therefore suffered a 
competitive disadvantage. 

The Americans will want 
written confirmation of the 
new Thai policies and an 
opport unity to examine 
whether any of the measures, 
stub as packaging regulations 
and health wanting In Thai 
could be construed as discrimi- 
natory. 

Although the Thais have lost 
their case over the import ban, 
they say they have achieved a 
more realistic objective: a Gatt 
finding that the cigarette 
advertising and promotion ban 
was not breaking international 
commitments. Armed with 
that conclusion, they are now 


ready to face the Americans. 

From the start, Thai trade 
officials admitted privately 
they did not believe they could 
successfully defend the import 
ban. But they fought hard 
alongside health officials who 
argued that imported ciga- 
rettes were different products 
from the locally made version 
and that in any case cigarettes 
are not ordinary commodities. 

“Cigarettes are the only con- 
sumer goods that kill wben 
used as intended.” is a favour- 
ite slogan of Dr Hatai Chitan- 
ondh. the leading heal th minis- 
try official in the Thai team 
working on the dispute. 

The panel concluded that his 
argument, however true it 
might be, was not a valid 
defence under Gatt regula- 
tions. But it did overrule US 
objections that it bad no man- 
date to comment on the promo- 
tion ban. 

Tbe panel said the Import 
ban might have been accept- 
able under Gatt if It had been 
“necessary'* in order to protect 
human life. Since other means, 
including non-discriminatory 
bans on promotion, were avail- 
able and consistent with Gatt. 
the import ban was not “neces- 
sary” and therefore violated 
Gatt. the panel concluded. Out- 
lawing the import ban and per- 
mitting the promotion ban 
therefore became inseparable 
issues. 

But the dispute is over much 


more than meets the eye. 

For a start, US cigarettes are 
widely and openly available in 
Thailand on tbe black market 
and foreign cigarette brand 
names do appear in advertises 
ments in imported magazines 
and in television programmes 
of foreign sports events. Ciga- 
rettes manufactured by the 
stale-owned Thailand Tobacco 
Monopoly are never advertised 
anywhere. 

On the Thai side, the defence 
in Gatt has been based on the 
health hazard from smoking. 
But the import ban could be 
interpreted as outright protec- 
tion ism. 

Nonetheless, the Thai health 
campaigners were eager to 
grasp the opportunity because 
the US action injected new 
energy into their campaign. If 
cancer alone was an ineffective 
message, indignation over 
American “bullying” would 
rally more support. They have 
successfully obtained stronger 
government action. 

The case attracted Interna- 
tional attention. Health offi- 
cials and activists from the US 
and elsewhere pledged their 
support at international confer- 
ences for a campaign against 
what they considered to be 
unethical attempts by the 
trade branch of the US govern- 
ment to assist US cigarette 
companies offset declining 
sales at home by exporting 
more to the Third World. 



Getting the right communications s 

is just a matter of teamwork. 


As in the past, cooperation and communication 
are necessary to succeed. In 'today’s business, flexible 
solutions are even more essential. 

One information and communications company is 
committed to working with you to design, implement, 
and maintain solutions to fit your individual needs. 
That company is Bell Atlantic, an experienced 
communications leader. 

For example, when Marks & Spencer, in their 
relentless pursuit of quality, wanted to improve the 
installation, control and monitoring of their Local 
Area Networks, we provided a comprehensive service 
package that reduced administrative costs, improved 
service levels and resulted in increased end user 
availability. 

When Black & Decker needed a single source 
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EDP maintenance vendor in Germany, they came to 
Bell Atlantic’s Sorbus. We consolidated their hardware 
servicing procedures saving them time and money. 

We’re Beil Atlantic, serving Europe from over 60 
local offices. With Sorbus, a computer and data 
equipment maintenance company. Eurotech, designers 
and distributors of value-added data communications 
systems. Bell Atlantic International, software and 
systems integration consultants. Bell Atlantic Financial 
Services, a high-tech leasing company. 

For more information, contact us by telefax in 
France at 01-4809 9539, in Germany at 0211-5261 102, 
in Italy at 02-825 4368, in the United Kingdom at 
081-898 5250, and in Belgium at 02-774 1500. 
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De Klerk 
tells Dutch 
of decrease 
in sanctions 

By Ronald van da Krol In 
The Hague 

SOUTH African President F.W. 
De Klerk said yesterday that 
his country was manaprnp to 
step up its exports to countries 
which once shunned Its prod- 
uets- 

Markets which used to be 
difficult for South African 
exporters to penetrate have 
begun opening up, as a result 
of the white government’s 
move to open talks with the 
African National Congress. 
“1116 de fkcto situation Is that 
sanctions are crumbling/* Ur 
de Klerk said on the first day 
of a two-day state visit to the 
Netherlands. He gave no 
details of South Africa’s recent 
exDort successes. 

Mr de Klerk, who held talks 
with the Dutch Prime Minister, 
Mr Ruud Lubbers and the for- 
eign minister, Mr Hans van 
den Broek, said he had not 
come to the Netherlands with 
the specific aim of getting eco- 
nomic sanctions lifted. His 
visit marks the first time a 
white South African leader has 
been invited to the Nether- 
lands in more 40 years. 

The visit is a diplomatic 
breakthrough for Mr de Klerk, 
who was not allowed to include 
The Hague on his earlier trips 
to Europe this year. It is partic- 
ularly important to the white 
Afrikaner community in South 
Africa, many of whom trace 
their ancestry back to 17th-cen- 
tury Dutch settlers. 

■ Francis Ghfies adds: Presi- 
dent de Klerk, before arriving 
in the Netherlands, made a sig- 
nificant stop-over in Morocco 
where after a 90-minute meet- 
ing with Kmg Hessen he 
his team had been “over- 
whelmed with friendship”. 

The taTka between Mr Pik 
Botha, South Africa’s foreign 
minister, and Mr AbdeDatif Fil- 
laU, his Moroccan counterpart, 
might eventually lead to the 
first ties with an Arab state. 

Thin “friendship" is less sur- 
prising than it may appear. 
Morocco bought weapons from 
South Africa in the early 
stages of the conflict over the 
former Spanish colony of dw 
Western Sahara. 

Mandela snubs 
Buthelezi in 
radio phone-in 

Mr Nelson Mandela, deputy 
president of the African 
National Congress, angrily 
walked out of an Australian 
radio studio yesterday when an 
interviewer unexpectedly 
brought Chief Mangosuthu 
Buthelezi, the Zulu leader who 
is his chief black political rival, 
in to Join the conversation via 
a telephone hook-up with 
Sout h Africa, Reuter reports 
from Canberra. 

“Was that Buthelezi? In fair- 
ness you should hove told me," 
Mr Mandela told Mr Paul Mur- 
phy, the Australian Broadcast- 
ing Corporation interviewer. 

“Mr Mandela, yes I should 
tell you that I have Just been 
talking to Chief Buthelezi," 
said Murphy, adding; “I don’t 
know whether you want to lis- 
ten to what he has to say." 

Mr Mandela, annoyed, mM- 
*T don’t In fairness you should 
have told me the foil picture 
beforehand." He then left the 
studio as his aides remon- 
strated with ABC staff. 

A first round of talks 
betwee n Mr Mandela, who is 
on a five-day tour of Australia, 
and Mr Buthelezi of the rival 
Inkatha Freedom Party, was 
announced in South Africa on 
Monday. They are aimed at 
ending factional violence 
which has killed 800 since mid- 
August 


Seoul to ease 
securities laws 

SOOTH KOREA, bracing for an 
opening of its financial sector 
to foreign competition ftom 
nrrrt year, plans to ease laws 
on finance houses merging or 
changing their line of business, 
Reuter reports from SeouL 
Mr Chung Tung Buy, the 
finance minister, will present a 
bill next month which calls for 
less bureaucracy and permits 
tax breaks for banks, securities 
houses, short-term finance 
companies and merchant 
banks wanting to merge or 
switch to different financial 
services. “We basically want to 
tell these firms they're on their 
own. In the face of foreign 
competition, those who want to 
shape up can go right ahead,” 
flairi one official from the 
finan ce ministry's bank divt- 


tfepal government 
ippeases king 

be government of Mr Krishna 
rasad Bhattarai, Nepal’s 
rime minister, has accepted 
certain changes” proposed by 
ing Birendra in the draft cons- 
titution, AP reports from 
atimwiidn. He rerased to say 
the concessions included the 
lag’s key demand that the 
lonarchy share sovereignty 
ith the people and retain 
nergency powers. 


Singh may survive until rivals are ready for election campaign 

David Housego analyses the possible consequences of the withdrawal of Hindu militants from India’s ruling coalition 


T HE withdrawal of sup- 
port from the adminis- 
tration of Mr V.P. 
Singh, the T nd '»™ prime minis- 
ter, by the militant Hindu 
Bharatiya Janata Party (BJP) 
after the overnight arrest of Mr 
UK. Advani, its leader, does 
not mean the automatic col- 
lapse of the U-month-old gov- 
ernment. 

The prime minister, after 
emerging from meeting Presi- 
dent Ramaswamy Venkatara- 

man yesterday, said that the 
future of his government “will 
be decided on the floor of the 
Lok Sabba (parliament)”. 

Parliament is due to reas- 
semble for the winter session 
in three weeks. Those dose to 
Mr Singh were saying yester- 
day that a lot could happen in 
that time. In particular, Mr 
Singh is counting on the BJP 
eventually abstaining in a vote 
of confidence which would give 
Mr Singh a chance of survival. 

Most political observers in 
New Delhi believe, however, 
that these calculations contain 
much wishful thinking and 
that Mr Singh could be toppled 
well before then. His image as 
prime mtntetor hag suffered a 
battering in remit months. 

The Times of India began its 
editorial yesterday - written 
before the arrest of Mr Advani 
- with the damning state- 
ment: “In all but name the gov- 
ernance of the nation has come 



Prime Minister VJ. Singh emerges yesterday from meeting President Ramaswamy Venkataraman. 
Pictured an the right is Lai Krishnan Advani, BJP leader, who was arrested yesterday 


to a standstill ** Though the 
BJP broke with the govern- 
ment over issues of Hindu fun- 
damentalism and the construc- 
tion of a temple at Ayodyha, 
its belief that Mr fflng t> 
become an electoral liability 
also weighed heavily. 

Troubles in Kashmir, Punjab 
and Assam are worse than 
when Mr Singh took ova:. The 


country feces explosive con- 
flicts over caste and religion. It 
faces inflationar y and bal- 
ance of payments problems as 
a result of the Gulf crisis. 

Mr Singh has lost the confi- 
dence of many cabinet col- 
leagues and party supporters. 
“He has gone into the crisis 
with no solid supp o rt," a diplo- 
mat said yesterday. Against 


this , his powerful television 
broadcast to the nation on 
Monday night was a reminder 
to his opponents that he is one 
of the fe w p oliticians of 
nati onal stature. 

He also has long-term elec- 
toral ssssta in Hip p nHHr-nl n1H . 

ance he has been creating with 
the the poor and lower castes 
through his job reservation 


programme. The immediate 
threat to Mr Shtg h comes from 
within his own Janata Dal 
party where 29 MPs recently 
demanded his resignation. 
Without their support Mr 
Singh cannot hope to maintain 

Yesterday the dissidents 
were canvassing for the over- 
throw of Mr Singh who, as 
three of them said in a state- 
ment, had “miserably foiled” to 
hold the party together. Their 
favoured candidate for succes- 
sor is Mr Chandra Shekar. a 
former Congress party social- 
ist, who has long had his eyes 
on the premiership. Another 
potential runner ia Mr 
Mulayam Singh Yadav, the 
chief minister of Uttar Pra- 
desh, and also on the left 

Th e dteddente* stron g car d Is 
that Mr Rajiv Gandhi, the for- 
mer prime minister and Con- 
gress leader whose party is the 
largest in parliament, has 
ma d e dear that be would offer 
“c on s tru c tiv e support" to a 
Janata Dal government uniter 
a different leader. Mr Gandhi’s 
calculation is that the Janata 
Dal will discredit itself further 
if it continues in nfflnw 

Mr Gandhi has rejected the 
idea of his forming a minority 
government in the horrendous 
circumstances feeing the coun- 
try - though the president Is 
almost bound to approach him 
0 Q this. Mr Gawim WHtits to 



return to power 
elections which he 
will be held in February or 

Threafcened with this revolt 
in bis own ranks, the prime 
minister’s response, as out- 
lined fay bis associ a t e s, has 
been to Hirmeitan the dlssfafewts 
with the dissolution of parlia- 
ment. Mr Singh’s supporters 
are adamant that be has the 
right to dissolve the lower . 
bouse. Others believe that as 
the prime minister’s majority 
is in doubt, the president could 
refuse. 

The president, like most 
MPs, is against an Immediate 
dissolution. The MPs are not 
ready for a costly and violent 
campaign - though they 


believe it cannot be postponed 
beyond March. The president 
also thinks that elections now 
could deepen divisions. 

At this stage it is by no 
means clear whether fresh 
elections would produce a sta- 
ble majority. Analysts were 
saying yesterday (bat (he Con* 
grass party - which won 39 
per cent of the vote in last 
November’s general elec- 
tion - would stand to gain 
most from the confusion. 

Congress has tradi tio nally 
been associated with an image 
of strong government 
The pwv 1 unknown is how 
much the BJP would benefit 
from the Hindu revivalist cam- 
paign ♦*»»* lies behind its cru- 
sade to build the temple at 
Ayodyha, the alleged birth- 
place of v»ih, the Hindu god. 
Mr Advani’s calculation is that 
the BJP is riding the crest of a 
wave th at will' be further swol- 
len by his arrest The BJP have 
announced a national strike tor 
today, while winriii fundamen- 
talists plan to go ahead with 
plans to start construction of 
the temple on October 30. 

What is qtear is that India is 
entering a fresh period of 
uncertaint y «thI that the risk 
of violence remains great 
“We should be looking out- 
wards,” a senior civil servant 
said yesterday. “But we are 
continually looking inwards at 
our own navel” 


Bhutto seeks the sympathy vote 

Farhan Bokhan on machinations behind today’s poll in Pakistan 


P AKISTANIS go to the 
polls today to vote in an 
election which many 
thought would not take plaoe, 
and which will decide the polit- 
ical fete of Mrs Benazir Bhutto, 
the ousted prime minister. 

Campaigning by Mb Bhutto’s 
Pakistan People’s Party (PPP) 
and her rivals - the govern- 
ment-backed Islamic Demo- 
cratic Alliance (IDA) - has 
intensified only during the 
past two weeks as Pakistanis 
became convinced that elec- 
tions would in feet be held. 

But there is still a wide- 
spread belief that the army- 
backed government will pre- 
vent Ms Bhutto from returning 
to power. 

Although ministers have 
said repeatedly that the elec- 
tion wul be free and fair, Ms 
Bhutto cast doubts when she 
said: “You don’t throw out an 
elected government just to let 
it back three months later," 
referring to her government’s 
dismissal in August amid alle- 
gations of corruption. 


President Ghulam Ishaq 
Khan of Pakistan criticised 
Ms Benazir Bhutto, the 
prime minister he sacked, on 
(he eve of today’s elections, 

awlnir clip had wwwfad dnn»- 

ocratle principles, Reuter 
rep or ts from Islamabad. The 
75-year-old president, who 
fired Ms Bhutto on August 6, 
said the would be 

“completely free, fair and 
impartial". He «g»w dis- 
missal of the 20-month gov- 
ernment, was “in accord 

with the thinking nf mil- 

lions and millions off voice- 
less people”. 


Yesterday the authorities 
filed another corruption charge 
against Ms Bhutto and 
extended her husband’s deten- 
tion on charges of kidnap ping 
and corruption. The latest 
charge was the seventh filed 
against Ms Bhutto and con- 
cerned alleged iDegal appoint- 
ments to government jobs. The 
series of allegations in spe- 


estabhshed courts seek 
her disqualification from office 
because of alleged c or r upt ion. 

Inane case, she was accused 
of using her influence to sell 
government land at subsidised 
rates for a hotel in Islamabad 
to a company in which her 
husband and a cousin were 
involved. If found guilty of 
“misconduct in public office", 
die may be barred from office 
for seven years. 

The government's action has 
been widely seen as one sided, 
as none of her opponents who 
served in provincial govern- 
ments addle she was in power 
have been subjected to the 
same standards of scrutiny. 

In recent days, many politi- 
cal observers have spoken of a 
surge in Ms Bhutto’s popular- 
ity, largely due to a “sympa- 
thy” vote from Pakistanis who 
believe «he is being victimised. 
The effect of this is difficult of 
predict, but it may tilt the bal- 
ance in her favour, although 
her supporters fear that elec- 
tions will be rigged in some 


constituencies despite the pres- 
ence of three separate teams of 
international election observ- 
ers. 

Western diplomats and polit- 
ical observers in Islamabad 
believe that Ms Bhutto's party 
is likely to win between 83 ami 
95 seats in the 217 seat parlia- 
ment (20 additional seats 
reserved for women are not 
being contested). The expecta- 
tion is that her IDA opponents 
wifi have to cobble together a 
coalition with regional parties 
and independent candidates to 
have enough «»«** to form the 
government. 

Late campaigning has cen- 
tred around the issue of for- 
eign influence in the election. 
The IDA has accused Ms 
Bhutto of seeking foreign sup- 
port after alleg i n g that a num- 
ber of US senators were influ- 
enced by her in trying to stop 
US aid to Pakistan. 

Large newspaper advertise- 
ments have accused Ms Bhutto 
of ties with the pro4srael Jew- 
ish lobby in the US. The charge 



has been rejected by Ms Bhutto 
as a propaganda ploy to dis- 
credit her party. 

The key to the formation of a 
new government lies in with 
the politically Influential 
Army. A recent statement by 
General Mirza Aslam Beg, the 
army chief, attrac t ed much 
attention when he said that 
those rapkrnp pnliHeal support 
-from outride Pakistan to fidfifi 
their political ambitions are 
certain to be frustrated. 

General Beg’s statement 


came after the US derision to 
halt aid to Pakistan, ostensibly 
in response to concerns over 
Pakistan’s nuclear programme. 
But it has been widely alleged 
by the ID A to be a way to Influ- 
ence the Pakistani rfarthMi- 
£n recent weeks, Ms Bhutto 
has carefully avoided critici- 
sing the army, in contrast to 
remarks shortly after her dis- 
missal suggesting that some 
elements in the mffltary may 
have had a hand in her 
removal. 


Sri Lanka seeks 
World Bank aid 

By Mervyn Da Silva In 
Colombo 

SRI LANKA has requested 
9870m (£441 .Cm) aid for 1991 
from the World Bank-spon- 
sored SeL fjmka Consortium 
which will have its annual 
meeting in Paris this week. 

Mr DJL Wijetunge, the 
prime minister who is also 
finance minister, is due to 
address the donors tomorrow. 
Sri Lmlm received 9784m last 
year as budgetary support and 
project and commodity aid. 

The estimates wore revised, 
the central bank said, to 
“absorb the triple shocks of 
the Golf crisis”. Besides the 
rise in ofi prices, Sri Lanka 
lost the Iraqi tea market .and 
dollar remittances from nearly 
100,000 migrant workers, 
mainly in Kuwait. 

Of the SBslSSbn voted as 
expenditure, SRs44,8hn woold 
go to service debts. Half this 
sum would cover interest pay- 
ments on short-term foreign 
loans. Another large item of 
expenditure Is defence, for 
which SRsll.7bn has been 
voted. 


•THE MIDDLE EAST 


Palestinians 
wound four 
more Jews 

By Hugh Camogy in 
Jerusalem 

PALESTINIANS wounded four 
Jews in attacks yesterday and 
a Moslem fundamentalist 
group vowed further revenge 
for the Israeli police killing of 
20 Arabs earlier this month. 

In continuing Israell-Pales- 
tlnlan violence, two women 
soldiers were stabbed on a 
road in northern Israel am! a 
hammer- wielding Arab beat 
two men unconscious In the 
southern city of Ashkekm. 

It was a third consecutive 
day of Arab attacks, appar- 
ently precipitated by the police 
frilling of Palestinian demon- 
strators on East Jerusalem’s 
Temple Mount on October 8. 

Three Jews were stabbed to 
flonth in Jerusalem on Sunday 
and three were wounded in 
separate attacks on Monday. 
The Palestinian who stabbed 
the women soldiers yesterday 
was reportedly close to death 
after bring taken into custody 
unconscio us. 

Jerusalem remained out of 
bounds yesterday to Palestin- 
ians from the occupied West 
Bank and Gaza Strip, but 
thousands still crossed into 
Israel to work. Mr Yitzhak 
Shamir, the prime minister, 
said security was being 
stepped up. Hamas, an Islamic 
fundamentalist group, is a 
clandestine leaflet praised the 
attacks and called for more. 
■A senior Palestine Liberation 
Organisation official said yes- 
terday that the spate of stab- 
fa tags of Jews by Arabs was 
the start of a new spiral of 
violence, Reuter adds from 
Amman, “The war of daggers 
against the settlers and the 
occupiers Is only the begin- 
ning in a battle launched by 
the entire Palestinian people 
to protect their city and exis- 
tence,” said Yasslr Abed 
Babbo, of the FLO. 

■An Israeli court has lifted a 
ban on leaving the country 
imposed last week on Mr 
Ephraim Hargnlies, the for- 
mer chairman of British 
Sugar, while a claim was 
brought against him alleging 
iiwjwiHy for debts incurred by 
a company which developed 
Jewish setttenente in the West 

Ranh. 

The restriction was lifted on 
condition that Hr Margolies 
undertook to return to Israel. 


UK must look to Syria for hostage release, says Keenan 


By Anmy Bums 

THE RELEASE of British 
hostages held in Beirut will be 
made difficult as long as 
Britain holds back from taking 
the initiative in improving 
relations with Syria, Mr Brian 
Keenan, the most recently 
released hostage, indicated yes- 
terday. 

“I don’t think the opening of 
the British Embassy in Tehran 
is going to open the door for 
the hostages remaining. . . we 


should be seeking ways of dia- 
logue with the Syrians. 1 think 
this is imperative,” Mr Keenan 
said. 

BBs comments, made follow- 
ing a meeting with Mr William 
Waldegrave, the foreign office 
minister, appeared to dampen 
speculation that the recent res- 
toration of diplomatic links 
between Britain and Iran was 
helping the way for an immi- 
nent release of the British hos- 


On Monday Britain blocked 
EC moves to lift sanctions 
against Syria after Mr Douglas 
Hurd, Britain’s foreign secre- 
tary, said that efforts at 
improving UK-Syrian relations 
h«d not been as “fest or clear" 
as he would wish. 

Sanctions against Damascus 
were Imposed four years ago 
when the Syrians were linked 
to an abortive attempt to blow 


up an Israeli iMfoer at Heath- 
row airport Britain broke off 
diplomatic relations an Octo- 
ber 81 1988 an the basis that 
Syria was supporting terror- 
ism. 

The UK Foreign Office last 
night reiterated its cautious 
approach cm the Beirut hos- 
tages and said it had “no firm 
evidence that they are waning 
out soon.” 

Earlier this month, two of 


Beirut's leading newspapers 
predicted that Mr Tory Waite, 
the Archbishop of Canter- 
bury’s envoy who disappea re d 
in Beirut in January 1987, was 
about to be freed. 

Lara Marlowe adds from Bet- 
rut: Britain’s refusal to restore 
diplomatic ties with Damascus 
mid its ^Tigg ed apposition to 
lifting EC trade sanctions is 
perceived here as a wilful 
insult to Damascus. 


Concern as Saudis tone down war of words 

Iraq may misinterpret conciliatory remarks as a sign of weakness, Victor Mallet writes 


W ITH EVERY day that passes, 
Saudi Arabia’s allies are bet- 
ter equipped to launch an 
offensive against Iraqi forces in Kuwait 
With every day that passes, Saudi 
Arabia itself seems more anxious to 
avoid such a war. 

This week King Fahd and his brother 
Prince Sultan, the defence minister, 
have both urged Iraq to withdraw and 
avert bloodshed. Their appeals were 
remarkably conciliatory, in contrast to 
the vitriolic Saudi criticism of President 
Saddam Hussein, the Iraqi leader, 
immediately after the Iraqi invasion of 
Kuwait in August. 

King Fahd urged the Iraqi leader to 
see reason and said he would not lose 
face if he withdrew. Prince Sultan, to 
the chagrin of the Kuwaiti government- 
in-eadle, suggested that Kuwait sh o uld 
consider making territorial concessions 
to Iraq after an Iraqi withdrawal, 
although he later said his remarks had 
been “misinterpreted”. 

Saudi officials and western diplomats 
publicly refect the idea that the S gq d t 
government has suddenly got cold feet 
and changed its stance overnight from 
military confrontation to appeasement 
They favour the theory that the Saudi 
royal family, sensing the possibility of 
war, Is making a misguided attempt 
gently to cajole Mr Saddam into a with- 
drawal. 

Hardliners in the multinational affi- 
ance confronting Iraqi believe that the 
Saudis have miscalculated and that Iraq 
will see conciliatory remarks as a sign 
of weakness. Prince Sultan has already 
undermined the credibility of the offen- 
sive military option — a threat 
designed to reinforce the economic 
blockade - by saying in September 
that Saudi Arabia would not be used as 
a launching pad for an attack against 
the Iraqis. 

Saudi Arabia is understandably keen, 
to avoid war, but it wouldalsolike to 
see Iraq’s military Tngnhfap destroyed 
or weakened. Above all the Saudis - 



A US-made Hawk anti-aircraft mimriia lanwrfiw deployed in the san^ desert 


although g ra tefu l for American protec- 
tion - are anxious to remove US troops 
from their soil as soon as possible, 
something which may be with a 
war than without one. 

The presence of infidels on Saudi ter- 
ritory guarding the hedy Moslem cities 
of Mecca and Medina is deeply embar- 
rassing for King Fahd. Already the inte- 
rior ministry has had to suppress a 
flourishing trade in cassette recordings 
of sermons in Saudi Mosques by mul- 
lahs criticising the kingdom’s reliance 
on US forces. The Saudi authorities per- 
suaded the Islamic leaders in their pay 
to find religious justifications for the 
foreign forces, but the tapes were popu- 
lar in tire conservative tribal areas of 
the Nejd around Riyadh. 


(X the three senior mBrahorg of the 
royal family, only Prince Abdullah, the 
conservative crown prince, has man- 
aged to dissociate himself effectively 
from the US troops. King Fahd issued 
the Invitation, and Prince Sultan is 
blamed for not having established 
arme d forces powerful enough to defend 
tiie country an their awn. 

Another concern for King Fahd and 
his brothers is the pressure from the 
intelligentsia - and even from some 
junior members of the al-Saud - for a 
more democratic style of government 
Since the start of the Gulf crisis, sauefis 
have begun to talk far more openly 
about politics at social occastons and 
even over the telephone, a trend 
reinforced by this month’s Kuwaiti 


“people’s congress”. 

At that meeting in Jeddah the atSa- 
bah, the Kuwaiti ruling family, prom- 
i sed th at Kuwait would be a more dem- 
ocratic society if amd when the country 
is liberated. 

Saudi businessmen have petitioned 
their rulers far more representation — 
even trade unions and professional 
associations are banned at present — 
and some women have argued they 
should be allowed access to more jobs 
and be permitted to drive, cars. 

The progress of social and political 
reform is glacial but there is specula- 
tion that the ruling family might qtkw 
again float the idea of an appointed 
consultative assembly. 

“I can feel it in my bones that once 
this crisis Is over, there wifi be a review 
of everything," said Dr Abdullah Dab- 
bagb, secretary general of the council of 
Sau di C hambers of Commerce and 
Industry at a meeting. But be went on: 
“What is good for the Kuwaitis is not 
necessarily good for us ... I vehemently 
believe that we are not ready for any 
kind of democracy built on west er n 
foundations." 

Fe w of the liberal intelligentsia, are 
optimistic about future reforms, and 
there is no evidence of western-style 


led the kingdom to sup- 
port and finance Iraq. 

Instead of reform, some diplomats 
s ugge st, there might even be a clamp- 
down to prove to conservatives tw the 
US intervention has changed nothing. 

In timehonoured Saudi fashion. King 
Fahd an d h is br others are trying to 

preserve the status quo at home, and in 

recent days they have reverted to a 
more discreet style of foreign policy - 
softening their attacks an Iraq^ Jordan, 
Yemen and the PLO - to avoid offending 
too many people abroad. But unless 
Iraq withdraws voluntarily, Saudi 
Arabia’s measure d wards may not be 
enough to prevent a war tar bring to an 
end military confrontation in the GulL 


Japan sets 
tough C02 
targets 

By Davkl Thomas, 
Resources Editor 

JAPAN has agreed a target of 
stabilising emissions of carbon 
dioxide, the main gas involved 
in the “greenhouse effect”, by 
the end of the century. 

The target, considerably 
tougher than policies likely to 
be adopted by the the US or 
file UK, will represent Japan’s 
contribution to negotiations 
on global warming due to take 
place at a large inter-govern- 
ment conference In Geneva 
next week. 

The Japanese government 
yesterday adopted twin com- 
mitments for curbing emis- 
sions of carbon ritarldw, which 
are mainly produced by power 
generation, road transport and 
heavy industry. 

First, the government will 
stabilise per capita carbon 
dioxide emissions , at present 
levels by 2000. Allowing for 
Parted popisMhm increases, 
fids will allow a 6 per cent 
Increase In absolute emissions 
of carbon dkodde. 

This target, the firmer of the 
two, represents a compromise 

between the Ministry of Inter- 
national Trade and Industry, 
which wanted a 9 per cent 
increase, aid too Environment 
Agency, which hoped to stabi- 
lise absolute carbon dioxide 

emissions by 2000 . 

The second target, which is 
expressed in weaker language. 
Is the Environment A genc y’s 
.goal of stabilising absolute. . 
carbon dioxide emissions by 
the mid of the century. The 
Japanese government says this 
would require the wider use of 
a range of new energy sources 
such as solar power. 

Although the Japanese tap 

gets are less dcmamUng than 
those proposed by some Euro- 
pean countries, they are likely 
to be regarded by envfronmro- 
talists as hi g hli ghting the 
even .weaker positions of file 
US and UK governments, par- 
ticularly since Japan Is 
already one. of the world's 
most efficient users of 


The Japanese government 
agreed to review its green- 
house programme each year 
mztil the year 2010. Mr Sahara 
Kato of the Environment 
Agency said the government 
might introduce tax Incentives 
to help some Industries meet 
the targets. 

B n sin e w and the environment? 
Page 14 
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SHE RARELY ANSWERS A SERVICE CALL. 
BECAUSE HE RARELY HAS TO MAKE ONE 




CINCINNATI 




DALLAS/ FORT WORTH 


Observation. 

A skill all Delta Air Lines Flight Attendants are trained in. 

They can often see when you want that extra pillow. Or maybe some 
more coffee. 

It's all part of the training every Delta Flight Attendant goes through. 

And every Delta employee knows they’re an important part of the team 
by the end of their training. 

It’s not just our passengers who appreciate the Delta philosophy. 

Over 19,000 people have worked for Delta for more than 10 years and 
over 11,300 people have been with us for over 20 years. 

The result of this is reflected in our splendid service record. We’ve been 
first in passenger satisfaction among major US airlines for. the past 15 years! 

•••'• 'Out attention to service extends beyond our in-flight staff. 

Fly Delta- from London, Paris, Shannon, Dublin, Frankfurt, Munich, 
Hamburg, Stuttgart and beginning this summer Amsterdam, to 4 US gateways 
(Atlanta, Cincinnati, Dallas/Fort Worth and Orlando). Once you’re through the 
convenient immigration and customs, you’ll be greeted by Delta Passenger 
Service Agents. TheyTl help you with directions and connections to over 230 
US cities. 

At this point, we must admit you do have to press a few buttons to get 
Delta service. See your Travel Agent or call Delta for details of direct flights 
available from Europe to US destinations. 


ATLANTA 


DELTA AIR LINES 

We LoveT6FfyAnd.lt Shows.' 


ORLANDO 
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"Based on consumer complaint statistics compiled by the US Department of Transportation. ©1990 Delia Air Lines, Inc. 

tki t nMnAM-nw njioo 414 767- IN DUBLIN 794744. OUTSIDE DUBLIN. ASK FOR FREEFONE DELTA; IN PARIS C01) 47 68 92 92; IN LYON 78 38 17 59; IN MARSEILLE 91 36 61 08; IN NICE 93 82 24 03; IN TOULOUSE 61 21 13 26; IN BERLIN (030) 882 4881; 
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Milken broke 
trading rules, 
says former boss 


Pentagon deal over defence bill 


By Lionel Barber in Washington 


By Nikki Tall in New York 

MR Fred Joseph, fanner chief 
executive of now-defunct 
investment house Drexei Burn- 
ham Lambert, said yesterday 
he believed Mr Michael MSkeu, 
who built up and ran Dread's 
junk b on d broke 

jtitonai trading and disclosure 
rules on several occasions. 

Mr Joseph was appearing as 
a government witness at a pre- 
sentencing hearing of Mr 
Milken- His testimony to the 
Manhattan court centred on 
the leveraged buy-out of Storer 
C ommunic ations in late 1985 
and early 1986. 

Mr Joseph testified that 
equity w arrants in Storer had 
fyipn transferred from an insti- 
tutional selter into the MacFher- 
son Partnership, a grouping 
organised by Diesel, in a man- 
ner that denied Drexei itself the 
opportunity to buy them. 

Units in MacPherson ended 
up being acquired by a number 
of fund managers representing 
institutions which were key 
Drexei clients. Another signifi- 
cant investor in MacPherson 
was a vehicle for trusts benefit- 
ing the children of Mr Mnken 
and his brother Lowell - a 
fact which, Mr Joseph said, 
should have been disclosed to 
Drexei and was not 


Mr Milken has pleaded gnOty 
to six charges related to securi- 
ties law violation and has 
agreed to pay $60Qm in fines 
and restitution. However, the 
judge 1 mm ordered a brief bear- 
ing of other government allega- 
tions erf wrongdoing to give her 

a better sense of Mr Milken's 

character. 

In the case of the Storer 
t ransa ction, the government 
alleges that individual fund 
managers were given induce- 
ments in the form of a t tra c tive 
equity in Storer in return fear 
having their funds purchase 
preferred stock in the buy-out 
vehicle, which was proving dif- 
ficult to selL 

Mr Joseph said that, prior to 
the rVrefag of the Storer trans- 
action, he bad a conversation 
with Mr Mnken in which Mr 
Milken offered to act as a 
buyer of last resort on the 
$250m of pre f erred stock. Mr 
Joseph agreed, having said 
that Drexei itself was not will- 
ing to do this. 

With regard to MacPherson, 
Mr Joseph said the firm had 
rules prohibiting favourable 
treatment of specific client 
accounts. Hie conceded that the 

MacPherson arrangements vio- 
lated that rule. 


THE Pentagon has reached 
agreement with the House and 
Senate on a $28&3bn defence 
spending Mil whi ch w ill force a 
slowdown in the SDL or “Star 
Wars”, and B-2 Stealth bomber 

programmes. 

The compromise lifts the 
threat of a presidential veto, 
but it means that Mr Bush has 
bad to swallow a £L9bn cut in 
his original spending request 
to Congress. 

The one bright spot to the 
adminis tration was that Mr 
Richard Cheney, the defence 
secretary, prevailed in his 
opposition to further troop cuts 
in 1991, beyond the 80,000 


already agreed. The House bad 
earlier voted to cat 130,000 


The spells trou- 

ble to the B-2. The House/Sen- 
ate conference backed Silbn 
to procurement research and 
development and flight test- 
ing, But it does not authorise 
any new aircraft or provide 
funds to advance procurement 
neat year. 

On SDi, the gfonii rai r at iflii 
accepted a SLSbn reduction ' in 
funds, from the original 
request of mare than gi7bn. 
Ctonges restricting anttanimnie 
research were dropped. 

Separately, the Senate voted 


97-1 to provide at least STOQm 
in new CHS arms to Israel The 
measure still has to win final 
approval but it conies on top 
of a $3bn aid package which 
already amounts to the single 
biggest item in the US foreign 

aid budget. 

The new weaponry would 
primarily come from equip- 
ment being moved out of 
Europe, now that east-west 
tensions have eased. 

The Senate vote shows that 
pro-Israeli sentiment in Con- 
gress is still strong, despite the 
recently uneasy relations 
between the administration 
and the Israeli government. 


Congress backs bank access law 


THE US government will have 
greater leverage to secure Mr 
access for US arf finan- 
cial service groups in foreign 
markets under legislation 
approved by a Seuate/House of 
Representatives conference, 
writes Peter RiddelL 

The measure ap p roved on 
Monday night, is aimed pri- 
marily at Japan, ft requires 
the Treasury to miter Into 
negotiations with countries 
dee med to maintain nnfair 
trade practices that hamper 
the operations and gro wth of 
US banks, brokerage firms and 

ffnanrial advisers. 

It also provides scope for 
pwrihie retaliatory action. 

The to gialatifln was amended 


during its passage to take 
account of European Commu- 
nity actions, notably last 
year's banking directive, 
which eased US worries about 
access to European fiitawriai 
service markets. 

While no action is mandated 
by the law, the US Treasury* 
in conjunction with financial 
regulatory agencies, will have 
the power to prevent fo reign 
firm* expanding their activi- 
ties in the US in situations 
where similar us groups face 
restrictions against then: prac- 
tices in the relevant country. 

Action would be triggered 
by a report which the Trea- 
sury secretary would be 
required to compile every two 


years on foreign countries 
which HiMriiwirnfaj US 

institutions. If negotiations 
fail to produce satisfactory 
results, US agencies could 
deny applications for regula- 
tory approval 

The measure sets a test for 
Mr trade, known as reciprocal 
national treatment. This Is 
defined as the US treating for- 
eign institutions in the US like 
American institutions, and 
vice versa In foreign countries. 

The Treasury would be 
required to initiate negotia- 
tions only when there had 
T bm “a significant fidhntf* to 
aceord national treatment to 
US groups. 


Strike at 
Brazil’s 
central bank 
hits cruzado 

By Christina Lamb 
In Rio de Janeiro 

A STRIKE by more than half 
the workers at Brasil's central 
bank has provided ah unex- 
pected bonus for exporters and 
holders of foreign exchange. It 
is also th reatenin g the bank’s 
tight monetary policy, aimed 
at keeping down inflation. 

The week-long strike has 
prevented the bank interven- 
ing in the exchange market to 
maintain the cruzado at a rate 
bankers estimate to be at least 
40 per cent overvalued. As a 
result, the dollar has risen 
against the local c u rre n c y over 
the last week by more than the 
rate of inflation, to the first 
ttmn din* the Collar adminis- 
tration took power in March. 

Workers are demanding a 
pay increase of 235 per cent 

Bank directors have been 
lmWiwg emergency meetings 
to discuss ways of maintaining 
operations in areas considered 
vital to monetary control 

The bank said it hoped the 
weekly auction of fixed-term 
Treasury HUs (LTNs) to mop 
up liquidity would still go 
ahead. The *«™k most honour 
LTNs maturing today and if 
the sale does not go ahead to 
cover this liquidity will 
increase. 


NO TAR As defined by Air Canada 

Healthy Warning: SMOKING IS NOT ALLOWED ON ANY 
' AIR CANADA TRANSATLANTIC FLIGHT 

From fofc ri »-*n mtokeafirte environment appHes to all routes from the UEL to Canadian and Europfah destinations. Ift further proof tfadt flying Air Canada is a breath of fresh air. 


Banks and Brazil 
get ready for 
debt showdown 

Stephen Fidler on the possible 
resolution of an eight-year crisis 



T he stage is set for what 
could be the last great 
showdown of the eight- 
year-old debt crisis. 

On one side is the developing 
world's largest debtor, Brazil 
whose government is in the 
middle of a shock economic 
programme to eliminate a 
chronic Inflation problem. 
With foreign debt estimated at 
the end of last year at $113bn, 
Brazil is more than £L0bn in 
arrears on its interest pay- 
ments to foreign creditors, 
more than $8bn of which is 
overdue to banks. 

On the other are the coun- 
try's hundreds of bank credi- 
tors, represented by a 22-bank 
negotiating group, ted by Citi- 
corp, the largest CS bank. 
Many face unprecedented pres- 
sures on tiwir balance sheet 
and want Brazil - with which 
their relations have long been 
rocky - to restart interest pay- 
ments, suspended in the mid- 
dle of last year, as soon as pos- 
sible. 

In the mid dip )s the Interna- 
tional Monetary Fund aid the 
main industrialised countries 
that guide its policy, the Group 
of Seven. The staff of the IMF 
is teen to support Brazil's anti- 
inflation plan with a standby 
loan programme, but there is 
one stumbling block — Brazil’s 
unwiHingnes& to commit: to a 
resumption of interest pay- 
ments to the banks. 

With the blessing of the G7. 
the IMF was freed for the first 
time last year to tend to coun- 
tries in interest arrears to com- 
mercial banks, as uait of a new 
debt strategy which focused on 
lowering countries* debt bur- 
dens, rather than providing 
them with more new loans. 
The aim was to remove the 
effective veto commercial 
banks had over the implemen- 
tation of IMF owrawnift reform 
programmes. 

The Brazilian case has crys- 
tallised worries in the G7 about 
the effect tbe new strategy was 
having on international finan- 
cial dfscipHTWi- Debt arrears to 
banks from third worid debtors 
have tripled to f21bn the 
new debt strategy was 
announced in March last year. 
Brazil's refusal so to to mate 
-even token interest payments 
to banks during negotiations 
which started in New York ear- 
lier this month suggests that it 
may be trying to push the new 
policy to its Unfit 
The G7 appears unwilling to 
be pushed. An unusual para- 
graph in the communique 
issued in September by G7 
finance ministers called for 
Brazil to resolve its interest 
arrears problems, with the 
banks. Since the G7 dominates 
the IMF board which must 
approve all the Fund’s loan 
programmes, it is in a position 
to block the loan until Brazil 
agrees to pay some interest 
According to knowledgeable 
somces, deputies to the finance 
ministers of the G7 have 
already perused, at a meeting 
in Washington, the opening 
Brazilian proposal made to 
banks in New York earlier tins 
month. They say there is no 
question, at this stage, of IMF 
board approval for the loan, 
originally due before the board 
later this month, unless there 
were concessions from the cen- 
tral bank governor, Mr Ibr ahim 
Erls, on his visit to Washing- 
ton yesterday. 

The plan was lrnflnhnnpjaly 
rejected by the 22 banks, which 
in a joint reply said “Brazil’s 
initial proposal does not repre- 
sent a basis for negotiation." 


Canada 
slips Into 
recession 

By Barnard Simon 

in Toronto 

CANADA haw officially slipped 
into recession, with output Ml- 
ing for two successive quar- 
ters, according to Mr Minimal 
Wilson, finance minister. 

Mr Wilson, who to the past 
few months has avoided utter- 
ing what has became known as 
the "R" word, acknowledged to 
the House of Commons' 
finance committee that prelim- 
inary data showed a decline in 
output to the third quarter. 
This followed a 04 per emit 
contraction in the previous 
three months. 

He said tbe economy needed 
"an easing in danand to turn 
the comer on inflation pres- 
sures. This easing is happen- 
ing." The recession would not 
be a severe one, Mr Wilson 
believed. 

Private sector economists 
forecast a shallow downturn, 
but a slow recovery. The Royal 
Bank of Canada expects real 
gross domestic product to edge 
up by 0.7 per cent this year, to 
shrink fractionally In 1991 and 
to advance by 2.4 per cent in 
1992. It said the downturn 
would be cushioned by moder- 
ate inventory levels, a brake 
on the re&nl slide in commod- 
ity prices, find stowing wage 
and price inflation. 


Brazilian debt 


TT-W". 

Total external drtt££jy 

tT® 



1979 81 83 85 87 89 

Samoa: Worid Bank 

The plan includes; 

• Expulsion erf private exter- 
nal debt from the restructuring 
and therefore, as soon as possi- 
ble, principal and interest on 
this debt will be freely remit- 
ted abroad. Brazil estimates 
there is $9bn of such private 
debt, but the banks’ own esti- 
mate is less than half that 

• Interest owed to commercial 
banks, which now exceeds 
SSbn, will be paid, when the 
defat restructuring agreement 
becomes effe ct i ve, by a bridg- 
ing Iran from bank creditors. 

• Banks will be able to con- 
vert their loans into one of 
three types of concessional 
bonds, none of which carries 
any collateral to back interest 
or principal payments. 

The first option is a zero cou- 
pon bond, with a 45-year matu- 
rity, which will be redeemed at 
quarterly auctions. 

The second option is for 
interest reduction bands, with 
a 25-year maturity and an 
interrat rate which increases 
until the 10th year, when it 
settles at 7 per cent 

The third option is for an 
exit bond with a 15-year matu- 
rity and an interest rate 
increasing until the fourth 
year, settling at 3 per cent 

The banks said the proposal 
did not satisfy any of the prin- 
ciples they outlined. 

It would not restore Brazil's 
creditworthiness quickly and 
did not provide an acceptable 
resolution to the problem of 
interest arrears. 

The banks were not being 
treated equitably in relation to 
the other creditors - a refer- 
ence to the Baris dub of credi- 
tor governments to which Bra- 
zil is proposing an early 
resumption of interest pay- 
ments. 

Brazil had to recognise, the 
banks said, what is viable in 
the marketplace and any 
restructuring would have to 
involve options Including, 
among other things, new loans 
and bond-for-debt exchanges 
with appropriate collateral 
These collateralised instru- 
ments have been used exten- 
sively in other debt reduction 
accords. 

The banks had other prob- 
lems with the Brazilian presen- 
tation. 

Brazil said its budgetary 
position was so weak that the 
most it could pay to the banks 
in debt service was 0.2 per cent 
of GDF - about $lbn a year. 
“If Brazil’s budget is so precari- 
ous, it’s difficult to see how tbe 
IMF could say that it has a 
satisfactory fiscal plan," said 
one banker. 

These differences will only 
be resolved through a long, 
hard struggle, it wm not be the 
last battle between debtor and 
creditor in the current debt cri- 
sis, but in tbe ant lamtuase of 
military strategists, it looks 
like befog the decisive one. 


Argentine 
rebel army 
chief held 

By John Barham 

in Buenos Aires 

tuf i iiiKTi Colonel Mohammed 
AH Sdnddln, self-proclaimed 

leader of an extremist faction 
of Argentina's army, was sen- 
tenced on Monday to 60 days’ 
detention at an army base to 
4na»h h rihwtioi»: 

The Colonel was punished 
to sending a letter an Satur- 
day to President Carlos 
ifenam warning of Hwygnaiwg 
npheav&l in the armed' force*. 
He may also face charges to 
circulating videos and fatten 
military authorities 1 
art tire-government 
Commentators mm vecter- 
day that Colonel Seineldln’s 
gesture was a public relations 
exercise to capitalise an dis- 
content In the army over low 
pay, and hi society over 
Argentina's worsening econ- 
omy. However, Defence Minis - 
ter Humberto Romero saM the 
military situation is "abso- 
lutely normal.** 

Minor rebellions protesting 
over low pay have broken out 
since President Menem took 
office last year. 1 
Colonel Setneldin demands 
that soldiers, like hh&seUL who 
were forcibly retired, from 
active duty fallowing those 
uprisings shohld . now be 
allowed to rejoin the army. 
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Excell demise sends shivers 
through telecoms sector 


UK NEWS 


By Charle«L0adb«ater t tndU9tTlal Editor 
TBS RECESSION snrctil mm*,™ 


TBS RECESSION spread 
yesterday to one of - the most 
dyn amic sectors of the UK 
economy in recent years as 
Excell Communicat ions, the 
mob ile telephone operator, 
went into lecri twu Mp 

The collapse sbows tbatenn 
M h igh^ r owfti sectors, heavily 
indebted companies rsm he vul- 
nerable to pressure of ~hi gh 
interest rates. It is tfioaght to 
be toe first service provider to 
go out of bnshiess toe 
motfletdqfaooe sector began 
its spectacular growth about a 
decade ago. 

The Manchester-based com- 
pany’s failure will not only 
cast a shadow over toe rest of 
the mobile telephone sector 
but also Bs fawort Benson, the 
investment banking group, 
which Is Excell Communi ca- 
tions' main banker. 


KLoinwort Benson, which 
last week revealed it had 
incurred a £SSm loss on the 
sale of a large block of shares 
in Premier Consolidated Oil- 
fields, is thongfat to have out- 
standing loons to BxceU worth 
more than OOnulbe bank yes- 
terday declined to comment on 
the extent of its exposure. 

The collapse a£ ExceD, a mid- 
dle-rankfng service provider 
which employs about SO peo- 
ple. reflects a com Miration of 

factors which analysts believe 
could claim other mobile tele- 
phone service providers in 

CQSnlng TnnntTi^ , 

The growth of mobSe tele- 
phone subscribers has slowed 
markedly, largely because of 
the 11 per cent decline in new 
car sales this. year. However, 
the sector’s slowing growth 
has not. relieved the .fierce 


price war between service 
operators scrambling to win 
market share. They have also 
been bit by a hi gh f n pw ir of 
subscribers and hi gh date 

Grant Thornton, the accoun- 
tancy firm appointed as 
receiver by Ktetnwort Benson, 
said it was seeking to sell the 
business, which has b etw e en 
15,000 and 20fi00 subscribers, 
to another mnwte 
service provider. 

The service providers pur- 
chase air time from the two 
cellalar network operators, 
Racal Vodafone and CeUnet, 
tfow British Telecom subsidiary, 
and then, provide subscribers 
with handsets and services. 

Racal Vodafone, which is 
also owed significant «wtnwwft» 
by Excell, called in Touche 
Boss, the accou nt a n cy ffrm as 
receiver at Ercell on its behalf 


Child benefit increase expected 
in attempt to quell Tory unease 


By Philip Stephens, Political Editor 


THE GOVERNMENT plans to 
announce an increase in cMM 
benefit today in an a t tem p t to 
defuse the mounting political 
row over its three-year freeze 
on toe general level of the pay- 
out- * 

The of an addi- 

tional payment to mothers for 
their East child is in response 
to fears by Conservative MPs 
that freez ing bene fits for toe 
fourth consecutive year would 

undermi ne pnHtfn d far 

the Tories. 

The change — which MPs 
expect to take the payment ibr 
the first child ft vnn the present 
£7J2Sp up to a ro un d £8 or £&25 . 
week — follows Mrs Margaret 
Thatcher's direct jwtemgnHnn 
in negotiations on the future of 
the benefit. 

Estimates at Westminister of 
fiie cost to file Treasury last 
night ranged Cram £150 m. to 
£250m a year. 'The Jailer figure 
represents the aznoimt needed 
if an additional £Q.75p were 


paid to each of the eldest cbfi.- 
dren in 6L8m There 

were strong suggestions, how- 
ever, to »t toe supplement may 
be restricted to children below 
a certain age, perhaps 5 or 11, 
h oldin g the cost down to the 
lower figure. 

Ministers conceded that the 
ton prime minister's interven- 
tion in negotiations between 
the Treasury and the Social 
Security dep ar tment had lent 
credence to opposition claims 
that the government had been 
forced into a U-turn. 

- Tory party managers at 
Westminister also acknowl- 
edged that the g o v e r nm ent’s 
disastrous defeat in last week’s 
Eastbourne by-election bad 
heightened feaxs of a back- 
bench rebeDion if child benefit 
had been frozen again. 

Mrs Thatcher hopes that 
farngagteg - the benefit wfiZ also 
provide the basis for a more 
selective commitment to the 
payment of child hgppfit in her 


manifesto for the election due 
by mid- iaaa. 

Facing pressure in toe House 
of Commons to spell out her 
policy following her teiw with, 
senior ministers on Monday, 
ti»> prime minister to 

give any advance details of the 
extra payment. 

Mr Michael Meaeher. 
Labour’s spokesman on social 
security, last night declared 
the new arr angem e nts a “mere 
sop offend by a governm ent 
panicked by Eastbourne. 1 * 

The ’ T rrrrr m lH WBS S w tm w pit 

out in negotiations between Mr 
Tony Newton, the social secu- 
rity secretary, and Mr Norman 

T-amont, the chief secretary to 
fits Treasury. 

Mr Lament, grappling to 
co n ta i n a £10bn overshoot in 
next year’s public spending 
target, initially opposed any 
increase in a benefit which 
costs the Treasury £4.6bn a 


Expectations of returns from 
management buy-outs still bigh 


ByCterfw Bat che lo r 

-• iilt. -»tr— i*j — r 

INVESTORS Who finance 
maBagement buy-outs have not 
reduced the level of return 
they expect to get from their 
investments despite problems 
encountered by some recent 
dee ia , Mr Robert'- Smith, chair- 
man and chief executive of 
Morgan Grenfell Development 
Capital, told the F i nancial 
Times conference ou buyouts 
In London yesterday. 

Despite the large amounts of 
money available for buy-out 
investment, which might have 
been expected to drive down 
returns, -'many- investors still 
expect to make at least 85 per 
cent, and in some cases, 40 per 
cent or mora *T don’t see any 
drive for people doing deals at 
25 per cent or 80 per cent,” he 


The managers; for their part, 
take buyout deals very seri- 
ously even though their finan- 
cial commitment Is relatively 
snail c o mpared with -that of 
the institim ons. One tea m of 
managers, insisted an bringing 
their wives \td.u discussion 
meeting-to meet the wives of 
the lead investors’ team, Mr 
Smith said. . . 

He forecast a revival of large 
public enmpwny buy-outs' in 18 
mouths to two years. Public 
company buy-outs have dried 
up in recent months because of 
a reluctance on the. part of 
hgnba . to finance tfrwn and - 
objection firom the institutions 
that managers, could exploit 
insider information to file det- 
riment of other shareholders. 

However, Mr Gob Stonham,. 
non-executive chairman of 
bankers txustOompanyv argued 
that nofmther protection for 
isharehttidere to public com- 
pany Trayoutswas needed: 

AH shareholders could call 


CONFERENCE 

BUY-OUTS 
THEIR FUTURE 

on. the advice of independent 
. financial advisers, he said The 
prospects of greater rewards 
after a company buy-out actu- 
ally meant that the company’s 
performance would improve. 

The risks facing the provid- 
ers of kran finance to buyouts 
woe described by Mr Gordon 
Bonnyman, managing dfrector 
of Charterhouse Devricqsneht 
GapftaL 

Banks could only earn a 
'fixed rate of Interest on their 
investment while equity pro- 
viders had the prospect of a 
very high rate of return, he 
gqM. it did not teto mnHfr to 
Wow a buy-out deal off course. 
If a bank experienced only one 
failure on a portfolio of 10 
deals fids could wipe out its 
entire return, Mr Bonnyman 
said. The more intelligent 
banks also took up equity 
stakes, he said 

From the point of view of the 
managers, high borrowing lev- 
els could have a positive 
impact, fte«wiHn g to MV Marti n 
Bralsford, group managing 
director of Premier Brands, 
which staged a buy-out from 
Cadbury Schweppes m 1988. Mr 
•Rralgfrwr d Tilamod thft pmhlemg 

-encountered -by some buyouts 
on managers having prepared 
inaccurate business plans or 


havtogpmd too high a price on 
the high level of bor r ow in gs. 

Leverage acted aa an incen- 
tive for operating managers 
who knew loans had to be 
repaid, he said Managers 
tended to regard equity by con- 
trast as being cost free capital. 

Buy-out companies per- 
formed better than the average 
in the ir industry in file first 
three years after buyout but 
after that time their perfor- 
mance was more ambiguous, 
said Prof Mike Wright, director 
of Nottingham University’s 
Centre for Management 
Buy-Out Research. 

Immediately after buy-out, 
69 per cent of companies 
Imp roved their trading p rofit*, 
62 per cent introduced new 
products and 48 per cent 

i mp r rrvpd thftlr Wimnipiinwif of 

their debtors, he said Studies 
which had shown a decline in 
the performance of buy-outs 
after three years had i nvo l ved 
only small numbers of compa- 
nies selected on a nun random 
basis and must be treated with 
Bmtim, he urged 

Mr Charles Peal, mnnagfrig 
director of Legal & General 
Ventures, outlined a 10-point 
code for insti t uti o nal in v esto r s 
in buy-outs. He urged investors 
to avoid deals where the advis- 
ers charged fees of more than 3 
par cent. 

Turning to the state of the 
buy-out market in Italy Mr 
Paolo Colonna, preside nt of 
Schroder Associate said deals 
were small and used little 
leverage compared with their 
countoparts in the UK and the 
US. 

Most Italian buy-outs were 
from family companies and 
usually Involved outside man- 
gers staging a buy in, he said 
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CONVENTIONAL CONTROL SYSTEMS 
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Sale likely 
of 100% 
of power 
groups 

By David Thomas, 

Resources Editor 

THE GOVERNMENT now 
looks certain to sell 100 ; per 
cent of the 12 regional electric- 
ity Rnmpawifts when they sib 
privatised in December. 

Ministers are expected to 
decide later this week ana 100 
per cent sale, which will result 
in equity proceeds of shoot ; 
SStm. 

They will rate out the other 
option of nftiTteg 00 per cent of 
toe wwnp»n<wi ^i»« a large 
unforeseen event w«* as war 
in the Gulf disrupts the mar- 
kets. 

The 12 regional companies' 
fifl rpAnKmf totn u 7 Qpth to rela- 
tively high first year combined 
dividends of about £320m, 
together with the recent calm 
in the markets, has swung 
opinion within the Dep artment 

of Energy and among govern- 
stent advisers behind a 100 per 
emit sale. 

A submission is expected to 
be m ,,r V > by p ff te fa fri today to 
Mr John Wakeham, energy sec- 
retary, in favour of a 100 per 
cent sate. Mr Wakeham Is then 
expected to agree this course of 
action wh h Mr John Major, the 
Chancellor, either tomorrow or 
on Friday. 

The timetable is dictated by 
fiie desire to settle 

the matter before the path- 
finder prospectus is published. 
The text of the prospectus has 
to be sent to the p r inte rs this 
week in time for publication on 
November 2. 

ff the government were to 
decide an a 60 per cent sale, 
ft*n an indication of its policy 
towards its remaining 40 per 
cent stake in the companies 
would have to be contained in 
fiie prospectus. 

Technically, this indication 
could await the fall pro s p ectus, 
tether than file pathfinder, but 
such a course of action would 
be hi g hl y nnnanfll. ]£ would 
cause great unease both to the 
City of London and to the 
boards of the rational compa- 
nies. 


Thatcher remains hard on Ecu 

Philip Stephens on Tory growing pains over European economic union 
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John Major and Douglas Hurd are less ferve nt to oppo sin g Jacques Delors* plan for Emu than Margaret; Thatcher, 

M RS MARGARET Before that, fiie ruling Con- minister acknowledge also that same distinction only whe 
Thatcher will take eervative party at Westminster her support for the alternative she sticks to a prepared scrip 
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M RS MARGARET 
Thatcher will take 
yesterday’s House of 
Commons iMwft on Europe as 
a vindication of her fierce aru * 
instinctive hostility to Euro- 
pean economic and monetary 

tmiftn. 

_ Only a handful of MPS on 
either thft gn m m iniwt or the 
opposition benches gave any- 
thing approaching enthrarf aa H * 
support for the strategy of 
Britain’s European partners for 
a single European currency 
managed by a gfagfa central 

hank. 

When Britain’s Conservative 
MPs are told thrir author- 
ity is threatened by Brussels, 
their reaction is predictably 
defensive. 

But Mr John Major, Britain’s 
chancellor, and Ur Douglas 
Hurd, the foreign secretary, 
will less draw comfort from the 
outcome. 

Their priorities were rather 
different from those of their 
Prime Minister . 

Like most in the Cabinet 
they share, with fer- 
vour, her opposition to the 
Delors blueprint for a g fa g i ft 
European currency. Their 
main i n teres t, however, is to 
promote the government’s 
alternative plan for an evolu- 
tionary approach, to monetary 
union. 

If the Ecu” plan is to 
have even a sHm chance of sno- 
cess, Britain’s European part- 
ners must be persuaded that it 
is more than a diversionary 

fairHP- 


Before that, the ruling Con- 
servative party at Westminster 
must be seen to unite behind 
it. Neither task will be easy. 

Europe, and more specifi- 
cally European monetary 
union, is seen by those on bom 
sides of the argument as the 
issue which threatens to spill 
the Tory party in the run-up to 
the genual election, which has 
to be called in fiie next two 
years. 

The best hope of many 
senior ministers is that the 
outcome can be “fudged" - 
essentially delayed - until 
after election possibly, 
until Mrs Thatcher stands 
down as the Conservative 
party leader. Not all are sure 
than it can be. 

If a choice has to be made 
before then, a small but vocal 
minority of Tory MPs insists 
Mrs Thatcher will not be 
allowed to opt for the imposi- 
tion by Brussels of a single 
c ur re n c y . 

Against them are ranged an 
equally dedicated group who 
insist - with the silent sup- 
port of the majority of the Cab- 
inet - that whatever their dis- 
taste for Mr Delors Britain 
cannot afford to opt for the 
stow lane of a two-speed 
Europe. 

For the moment Mrs 
Thatcher is firmly in the first 
camp. plan is to travel to 
ftfa weekend's b«m summit 
with a warning that Britain is 
pre pared to veto the Delors 
prescription. 

Those close to fiie prime 


minister acknowledge also that 
her support for the alternative 
hard Ecu plan is predicated on 
the assumption that it would 

not lead to a single currency in 
anything but the deeply dis- 
tant future. 

The predictable sound and 
Any in yesterday's debate - 
linked officially to Mr Major’s 
decision to take sterling into 
tbe EMS exchange rate mecha- 
nism - came from her side of 
the argument. 

Tory MPs on the right of the 
party spoke of loss of sover- 
eignty, of threats of a 
“planned" European economy 
and of fiie lack of democratic 
accountability of the proposed 
Eurafed- 

I n public at least Mr Major 
and Mr Hurd are playing a 
wimfiar tune. There have 
been few concessions to those 
- notably Mr Michael 
Heseltine. leading Tory back- 
bencher — teUinp for the gov- 
ernment to play a more active 
role in the creation of an inter- 
grated Europe. 

Mr Major in particular fcw 
been careful to insist that 
Britain’s joining of the ERM 
does <H gnai capitulation to 

The differences within the 
Cabinet, however, remain obvi- 
ous. Mr Major distinguishes 
the unacceptable “imposition" 
of a single currency from the 

j MBwp ftKw iightaMWMnt Of the 

same result through the evolu- 
tion of the Ecu. . 

Mrs Thatcher makes the 


same distinction only when 
she sticks to a prepared script 
Yesterday she did not 

Mr Frauds Maud e , the min- 
ister responsible for European 
affairs, pot the Treasury’s ease 
succinctly in evidence earlier 
fids month to a House of Lords 
committee. 

The hard Ecu, he said, 
offered a direct route to a sin- 
gle European currency, adding 
that: *T would argue personally 


that the next stage of havings 
single currency could actually 
happen more quickly going 
down this path". 

In that context, the plan b 
seen by moat of the Cabinet as 
a chance, in the words of one. 
To keep Britain In the game*. 

It b designed to appeal to 
the silent majority of TViry MPs 
whose instinctive opposition to 
a single currency la hedged by 
alarm at warnings from the 
City of London and industry of 
the dangers of being left 
behind. 

In parallel, the Treasury ami 
the Foreign Office remain con- 
vinced that mice tbe Intergov- 
ernmental conference on Emu 
gets under way in December, 
their objections to the Delors 
plan will gather increasing 
support from other member 
states. 

A chance to stay in the 
game, however, will depend on 
persuading Mrs Thatcher to 
sound at least as positive about 
Britain's alternative as Mr 
Maude. 

Few in the Cabinet are as yet 
convinced that she wDL 
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Allied Dunbar 
pioneers resign 

By Richard Lapper and Eric Short 


ALLIED DUNBAR, the UK’s 
largest unit-linked life insurer, 
yesterday parted company 
with two of the men who pio- 
neered its rapid growth in the 
1970s and 1980s. 

Mr Mike Wilson, 48, and Sir 
Mark Weinberg, 59, the chief 
executive and non-executive 
rfaaiwmm respectively, are to 
leave the company, which is 
part of the British American 
Tobacco Group. 

Sir Mark's decision to resign 
as executive chairman in order 
to “pursue other options” pre- 
cipitated the shake-up. 

Mr Wilson said yesterday 
that “during the course of this 
year” he had developed “a 
burning desire” to start bis 
own business and t h er e fore felt 
unable to succeed Sir Maris as 
chairman. His resignation 
would be effective as of 1 Janu- 
ary 1991. although he would 
act as a consultant to the com- 
pany the end of July 1991- 

Sir Mark said yesterday that 
he intended, to continue work- 
ing in a “semi-executive” 
capacity in the financial ser- 
vices sector, but categorically 
denied that he had received an 
approach from Barclays Bank. 
He is prepared to consider 
offers of such work, however. 

Mr Wilson said that he had 
no intention of joining any 
rival company but had yet to 


finalise his own new business 
plans. Although thl« was “the 
era of large companies”, Mr 
Wilson said niches existed 
for smaller ventures that could 
be successful. 

Mr Wilson said his departure 
had been extremely arnlcable. 
“There has been no ill-feeling 
at all," he ^ded. 

Sir Mark, a South African 
lawyer, came into the life 
insurance industry in the early 
1960s when together with Mr 
Sid Lipworth and Mr Joel 
Joffe, he founded Abbey Life. 
Together with Mr Wilson, Sir 
Mark and his associates were 
then Involved In the formation 
of Hambro Life, now Allied 
Dunbar, in 1970. 

This team then linked up 
with Mr Wilson to orchestrate 
Allied Dunbar’s expansion in 
the 1970s and 1960s, taking it 
into the top five UK life compa- 
nies. Allied Dunbar began the 
practice of selling life policies 
through a direct sales force, 
employing salesmen under 
agreements rather than 
as direct employees. 

BAT is appointing Mr Brian 
Garraway, deputy chairman of 
BAT, to take over the role of 
p^n riiH p ti fthoimwm Mr GaR&- 
way, is forming a chairman’s 
committee to assist him in run- 
ning the company until a new 
chief executive is found. 


Lecturer 
focuses on 
misleading 
statistics 

By Rachel Johnson, 

Economica Staff 

TWO EYES joined together by 
a head measure economic 
activity much better than offi- 
cial statistics, Mr Norman 
McRae argued yesterday in the 
21 st Wincott Lecture in Lon- 
don. 

Mr McRae, who was tor 
many years deputy editor of 

flu* Rwiiwwirt mapwliw, 

singled out the Soviet Union 
as being the worst dispenser of 
erroneous Information. 

The World Bank and the 
T totorwattnnHi Monetary Fund 
colluded, he said. “AH through 
the communist years they 
have published figures of com- 
munists gross watfwmi prod- 
ucts they knew to be wrong.” 

In future, statistical truth 
should be demanded, while 
arguments from official bodies 
that “they must only publish 
official figures” were "quite 
wrong.” Official statistics usu- 
ally had no relevance to real- 
ity, he said. 

He did not exempt interna- 
tional legal statistics from 
criticism. In Japan, he was 
supposed to believe that crime 

rates foil, even though a third 
of its population moved into 
towns during the industrial 
revolution. 


Britain has entered recession, 
warn Chambers of Commerce 


By Rachel Johnson, Economics Staff 


THE UK has entered a deep 
recession which government 
figures were just barely begin- 
ning to record, the British 
Chambers of Commerce said 
yesterday. 

The chambers - locally- 
based trade organisations — 
say the results of the latest 
economic survey showed 
“without any question” that 
business was suffering a 
“severe recession” in all areas 
apart from the northeast. 

The government has never 
applied the word “recession” to 
current conditions, and has 
■matntaingri that the econo my 
is slowing in response to tight 
monetary policies. 

Industrialists have pleaded 
with the chancellor of the 
exchequer, Mr John Major, to 
lower interest rates, and com- 
plained that sterling hng fre**Tl 
locked into the exchange rate 
mechanism at a high rate, 
making export growth difficult 

Mr Major acknowledged 
their plight when he said in a 
speech last week that 1990 
would be “uncomfortable" and 
that next year “would not be 


The quarterly survey - 
thought to be the biggest ever 
undertaken in the UK, inter- 
viewing 6,000 businesses in 12 
regions - revealed that the 
drop in British manufacturers’ 
home orders as a result of 


weak domestic demand was 
“very worrying and unprece- 
dented." 

While 8 per cent reported an 
increase in orders, 48 per cent 
report e d a decrease leading to 
an unprecedented negative bal- 
ance of minus 18 per cent 

The recession, compounded 
by high interest rates and a 
strong pound, had also “oblit- 
erated" export growth. 
Although last month’s trade 
figures were good, with exports 
higher and imparts lower, the 
survey indicated that the trend 
will deteriorate as domestic 
demand diminishes. 

M anufacturing exports had 
been subject to a “dramatic 
swing" with the balance 
reporting increased export 
orders sharply down in the 
third quarter. 

“The results are profoundly 
worrying,” said BCC president 
Mr utoab Middleto n, “Business 
is in a deep trough, with 
domestic and export business, 
employment and investment 
all hit” 

“Relief may be a long time in 
coming and in the meantime 
both government and cham- 
bers of commence must do an 
they can to help businesses to 
cope." The survey revealed 
that the recession was not, as 
most economists have believed, 
confined to manufacturing in 
toe southeast 
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BRITAIN IN 
BRIEF 


The service sector, which 
makes up two-thirds of the 
economy, was also in net 
decline on home orders. Every 
region except the north-east 
was shedding labour, espe- 
cially from large businesses. 
Growth in investment had “all 
but halted in the country as a 
whole.” 

•A leading insolvency prac- 
titioner yesterday warned that 
no UK company, from the big- 
gest to smallest, was safe from 
trouble or collapse in today’s 
economic conditions, David 
Waller writes. 

Mr Christopher Mor ris of 
Touche Ross, the UK’s fifth 
largest accountancy firm, said 
that UK companies were vul- 
nerable on the economy, the 
environment and fraud. 

He warned that large finan- 
cial iwatit n tl n my nmiW pa<riTy ha 
brought down by fraud, and 
that large industrial companies 
were vulnerable to environ- 
mental problems. 

These factors, combined with 
th e state of the economy, made 
it likely that 1990 would see a 
new record of business fail- 
ures, topping the previous 
peak In 1984, when 21,000 com- 
panies collapsed. 

Quarterly economic survey. £15, 
British Chambers of Commerce, 
Sovereign House, 212 Shaftes- 
bury Avenue, London, Lex, 
Rage 16 
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Greenpeace 
to test new 
Water Act 

Greenpeace Is to take 
UK-based chemicals 

flT 

Albright & Wilson to court 
In what it says will be the first 

of a series off prosecutions of 
UK chemical companies under 
the 1989 Water Act 
It Is the first private 
prosecution of an ind ustrial 

company under the act and 
win overthrow Industry’s 

assumption that legislation 

is weighted hi its favour, said 
Mr Tim Birch of Greenpeace, 
the environmental group. 
“This Is jtast the beginning 
of a process whereby we 
Intend to prosecute a whole 
prtM nf rfiwnlw l ramparifwi 

on the Mersey and the Tees," 

he mM. 

The case against 
Albright* Wilson, a 
subsidiary of US industrial 
company Tenneco that 
n nriniwi i'lwiiriHih for . . 

detergents and toUeMea, la 
based on samples of discharges 
into the Irish Sea from the 
company’s Marchon plant in 
Whitehaven, Cumbria. 

Business park to 
create new jobs 

A business park is to open as 
part of Sunderland's new 
enterprise zone on a 7&ecre 
site about three mfles from 
Nissan’s car factory. 

By 1996 the park win provide 
L25m sq ft of industrial and 
commercial space and a hoteL 
It Is expected to create about 
SjQOO jobs In the north-east of 
England. Nearly SO acres of 
the park wm have enterprise 
acme status, which was granted 
after the closure of 
Sunderland's shipyards nearly 
two years ago. 


Mr Peter Stafford, sale® and' 
marketing director of 
children's books at Harper - 
Collins, said: “this to a 




in character merchandising.* ■ 


Courtaulds, GM 
in joint venture 

Courtaulds Textiles and the 
Inland Fisher Guide division 
of General Motors are to set 
np a joint venture to develop 
new fabric manufacturing 
mtdhods for the automotive 
industry. 

Ihe company, to bo based 
In Nottingham to the 
Midlands, will investigate new 
ways of producing seat covers 
fora GM mini-van. 

Inner city 
policy criticised 

Urban devekmmaat 
corporations, the flagships of 
the government's inner city 
policy, are to deliver- 
jobs and investment for the. : 
inner dries, according to a 
recent report 
The Centre Tot Local 
Economic Strategies, a local 
authority think tank, says In 

thatlatkof aoxtoxitabilityto ‘ 

UDC structures, detachment 
from the community and 
overemphasis on. pr op erty-fed 
development has meant feflnre 
to deliver “the types of Jobs 
and tow-co at housing which 
fnwAi* city w^iniinnttiw : really 


Lower inflation 
forecast for ’90s 

Tbe UK Is noised to reverse 
the high-inflation trend of the 
accortlng to utamd 
Montagu, the Investment 
bank. 

At a London seminar on the 
prospects far UK Inflation, — 
for int McMahon, dulrauni . 
mmi chief executive off Midland 
Bank which owns Midland 

Montagu, said the bank 

forecasts that the UK would . 
achieve inflation of below 4 
per cent in the 1990s. 
lnaiimJ M ontagu gUt- 

edeed economics says • 
pessimism over Inflation has 


to devalue the currency; wage 
militancy; and ton 


than before came with tbs 
results of the moat 
comprehensive survey yet of 
industry and commerce in the 

n p rth-—St and Qt pnhy ia. 

The survey, which has more 
than 1400 respondents, shows 


turnover continued to grow 
for most businesses. 

The majority of these are 

Malntirii ilnif rtafflng lmrik. 

More then a quarter of 
respondents expect to recruit 
more staff before the end of 
the year. • 


Turtles books 
sell 2m copies 

Teenage Mutant HeroTurtleSy 
the anarchic pfaw eaters from 
the US, have taken the 
children’a book market in 
Britain by storm. 

Since the be ginning nf * 
September, the children’s 
division of Harper CoQins, has 
sold more than 2m copies of 
mtaHia rilwripi ^ yimhhw j wftfr 
story tapes. 



raffish 
gniv e t ni nspf s ex pansio n of 
productivity growth by 

ytmnlnthig hfghar ih niawH 
had all fuelled past 
inflationary surges, but these 
would have leas impact In the 
future. 


Plans for new 
tube stations 

Plans to build two new London 
underground stations at 
Bermondsey and Southwark 
on the proposed Jubilee line 
extension to docklands have 
been approved by Mr Safer 
Freeman, the transport 

minister. 
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is the best choice. It's a super-compact, desktop 
system. Emphasis is on ease-of-use. for both 
storage and rapid retrieval Plus you get high- 
quality printouts in just a few seconds. 

So when it comes to efficient office docu- 
ment archiving, choose the advanced yet 
affordable solution. The Canofile 250 deans up 
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BUSINESS AND THE ENVIRONMENT 


T he yotnq^ environmen- 
tal activists who 
climbed over the fence 
of one of Norsk: 
Hydro's main chemical plants 
In Norway in 1987 and found 
soil impregnated with m e rc ury 
could not “have imagined the 
full consequences of their 
actions. They set in motion a 
chain of events which has 
resulted in the publication 
today of me of the most thor- 
ough environmental self-exam- 
inations ever by a company in 
Britain. 

The bad publicity which 
flowed from the activists’ raid 
on the chlniyalfcaH works at 
Heroya was me of the many 
Wows dealt at the Bma to the 
environmental rep utati on of 
Norsk Hydro, Norway's biggest 
industrial group. Smelter con- 
tamination of seafood in two $ 
fjords; pollution of groundwa- 
ter by ethylene dichloride; oil 
contamination beneath an eth- 
ylene plant; a large fixe at a 
site making vinyl chloride 
monomer, the main raw mate- 
rial for FVG these were some 
of the problems which jolted 
Norsk in its Norwegian base. 

In environmentally con- 
scious Norway, Norsk’s top 
managanent was almost over- 
whelmed by the hostile reac- 
tion, as John Speirs, Norsk 
Hydro's UK managing director, 
explains: “The company had 
prided itself on being an envi- 
ronmentally responsible con- 
cern. So it was a hell of a 
shock to discover it wasn’t as ' 
good as it had thought” 

Norsk's initially defensive 
reaction gave way to a resolu- 
tion to go on the offensive. 
Last year, the company pub- 
lished an environmental exam- 
ination of its Norwegian 
operations, which was warmly 


Turning 
over a new 
green leaf 

David Thomas describes how 
Norsk Hydro took a critical look 
at its environmental practices 




/-praised by the respected envi- 
ronmental newsletter ENDS 
Report *Tn its detail and frank- 
ness, (it) appears to be u nique 
among European manufactur- 
ing businesses." 

Speirs lobbied Norsk's head 
office for permission to be the 
first overseas subsidiary to fol- 
low suit. It was an initiative 
which did not meet with uni- 
versal approval. *1 had to per- 
suade my colleagues in the UK 
that it was a good Idea. Thera 
was some hesitation,” he 
recalls. 

After all, Norsk's £400m UK 
turnover and its 230-strong 
UK workforce depend on activ- 
ities of extreme environmental 
■Mti Hiii viiy; the manufacture of 
nitrogen-based fertilisers, PVC 
ad PVC compounds, alumin- 
ium fittings, as well as exten- 
sive fish farming activities in 
the Scottish highlands. Bu t 
what really gave Norsk UK's 
managers pause for thought 


was the proposal to Callow its 
Norwegian parent in publish- 
ing the results of the audit. 

“Most businesses are quite 
comfortable about internal 
environmental audits, but are 
lees happy about going public, 
including admitting that 
they’re not perfect In all 
respects.” Speirs acknowl- 





Norsk UK drew on two 

SOUrceS of liifoi-Mwl inn m pn&- 
parin g fta an wl rt wi manta! antWt 

First, monthly internal envi- 
ronmental reports which 
Norsk’s plant managers were 
already responsible for prepar- 
ing. Second, regular internal 
safety audits which it had 
lanm^imi m 1987 in a bid to cut 
accident rates by a half. 

The result - Norsk UK’s 
first public environmental 
report, published today - runs 
to 28 pages and gives much 
detail on each of the compa- 
ny's mwtn aitem in tty* I IK. 


ft will no doubt be easy for 
outsiders to pick holes in 
Norsk's efforts. Not all the 
information in the report is 
standardised: mdse levels are 
quantified against maximum' 
permissible levels at its magne- 
sium plant in Chelmsford, 
Essex, for example, but not 
elsewhere. The sections on fish 
farming are sparser cm numeri- 
cal data hm" other parts of the 
report The text devoted to the 
benefits of PVC and synthetic 
fertilisers reads, at times, a lit' 
tie like propaganda. 

Yet these are minor caveats 
when set against the reports 
virtues. It gives dear data cm 
the pollution performance of 
all Norsk’s plants both over 
time and when measured 
against regulatory standards, 

Showing, for o w wjite, a derlinw 


in nitrogen oxides released to 
the atmosphere at Norsk’s fer- 
tiliser plant at Iwmimgham on 
Humberside from 6 tonnes a 
day in 1985 to 2.6 tonnes a day 
last year. 

Norsk’s repent also malms a 
first stab at a more sophisti- 
cated type of environmental 
analysis. It gives a rough “eco- 
balance” for its main products: 
the raw material and energy 

to Tnafrq Hwin; ant! hOW 

the products are disposed, 
inrfndrng {he extent to which 
they can be recycled. 

But the single most impres- 
sive fact about Norsk’s initia- 
tive is that the company both 
commissioned and published 

an ««w*aswipwt of 

its own environmental conclu- 
sions. The environmental 
assurance arm of Lloyd’s Reg- 


ister visited six of Norsk's 
mam UK sites. A summary of 
its finding s is published at the 
back of Norsk’s report. 

Lloyd's Register concluded 
that Norsk's environmental 
performance is generally above 
average, bat identified five 
areas where Norsk did not 
fully meet Lloyd’s Register's 
own environmental standards. 
These iwinde studies of how to 
minimise waste at Hydro’s 
main fertiliser, PVC and mag- 
nesium operations; a further 
survey of air emissions at 
Hydro’s PVC plant; and an 
i n v estig a tion of how to dispose 
of the small quantities of full- 
ers earth with traces of ammo- 
nium nitrate emitted from the 
fertiliser p )^"t 

John Klkin gt ifm. director of 
the environmental consultancy 
Sus tain A bility which carries 
out environmental audits for 
companies, says Norsk has bro- 
ken new ground in the UK by 
piWishmg the results of tiny 
independent audit of all its 
environmental activities. “It is 
light years ahead of what other 
companies in the sector are 
doing;” EDrington mwinteitna. 

Meanwhile, John Speirs Is 
holding his breath to see 
whether his initiative back- 
fires. The pessimistic part of 
him fears that green groups 
will seize on the data in 
Norsk's report to target the 
company. T he optimist in hfm 
says that opening up a com- 
pany’s performance to 
informed examination is the 
only way to encourage a ratio- 
nal debate about the environ- 
mental pressures on business. 

UK Environmental Report 
Norsk Hydro UK. Bridge House, 
69 London Road, Twickenham, 
Middlesex TW1 1EB. 
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Clothes take part 


in a vanishing act 


I n 1989 it cost western Europe 
£16bn to dispose of solid waste of 
which 60 per cent was industrial 
refu s e. By the end of the decade the 
cost is forecast to rise to £32bn and 
75 per cent of such waste will be 
generated by industry. 

Mustafa Tolba, executive director 
of the United Nations Environment 
Programme (Uuep), has called for a 
reappraisal of the way In which 
industry organises its production in 
order to reduce pafintkm. 

Uuep, through its Industry and 
Environment Office in Paris, has 
launched its own cleaner production 

programme to persuade business to 
adapt greener methods. It urges a 
change in production operations 
rather than “bolt an” mlntimH such 
as pomps and fitters which are added 
to existing plant and machinery. 

Jacqueline Alois! de Larderel, 
director erf the Industry and Environ- 
ment Office, says *hi« involves 
looking at the entire life cycle of an 


The haste to cut out waste 


industrial process and modifying It to 
reduce emissions to air, water and 
sod and to cut energy cons ump t ion 
and raw materials. 

The difficulty of obtaining accurate 
i nformati on on the subject has been a 
barrier to the quoad of the best envi- 
ronmental practice. To tackle this 
Unep has founded a co m p u terised 
information system based in Paris 
which is available to business. 
Known as the international Cleaner 
Produ ction I nformation Clearing- 
house OCPICX it was established in 
co-upaathm with a similar project of 
the US Environmental Protection 
Agamy. There is no fee for the ser- 
vice and it is available 24 boon a 
day. Users phig in through their PCs. 

The system contains details of envi- 
ronmental legislation In various 


cou n tries and case histories of the 
environmental policies which compa- 
nies have dr aw n op to trafcia their 
problems. There is a directory of can- 
tacts and a bibliography of hundreds 
of documen ts on dean technology. 

- Donald Hirbstng b, professor of envi- 
ronmental Mrfwww at forasmns Uni- 
versity, Rotterdam, cites several 
examples of dean technology in a 
report on cleaner production. 

In Sweden a team at the Uni ver sity 
of Lund Initiated a project to reduce 
waste at seven industrial eompaniw 
in Landskrona. A waste redaction 
audit showed numerous waste and 
watwinn problems at one company 
malriny alnefrical light fixtures. 

In cutting the fltttags about 200 
tonnes of solvent were released annu- 
ally and an unkno wn a mou nt of haz- 


ardous waste residues mnw tram the 
paint. After the audit the company 
dunged from solvent-based paints to 
95 per cent powder paints. Undo* the 
old system painting cost SKr4.3m 
(£400,000) a year. The new method 
reduced tfalB to SK2^n by cutting oat 

paint thinner and redwdng costs Of 
waste disposaL 

Another «™nph from a Nor- 
wegian pulp and paper firm winch 
was told by the Norwegian Environ- 
mental Protection Agency that it 
must halve emissions of poll sting 
materials, mainly cdhdose. 

The company was considering 
installing a waste treatment plant at 
a cost of NKr40m (£3.5m) which 
would have reduced pollution by 40 
per cent. Instead it was persuaded to 
Introduce a waste redaction pro- 


gramme throughout its operations 
«wd hbarhing was changed to a chlo- 
rine-free system. At a cost of about 
NKr2.7m it reduced emissions by 60 
per cent. Water usage was also 
reduced 60 per cent and energy con- 
sumption 52 per cent. 

Using similar concepts consider- 
able improvements in waste reduc- 
tion have been made by 1CI in the 
UK. In developing agrochemicals, 
pharmaceuticals and colorants the 
concept of the "env i ronmental load 
factor” has been introduced. This 
focuses on the need to reduce the 
weight of raw materials, solvents, 
catalysts and other chemicals which 
make up the final product. 

John Hunt 

For more i nfo r m ation about ICP1C 
contact the Director, Industry and 
Environment Office, United Nations 
E nvironment Progra mm e, 39-43 quai 
Andr6 Citroen, 75739 Paris, France 


S cientists at one of 
Europe's largest apparel 
companies are preparing 
a range of biodegradable cloth- 
ing for sate in 1992. - 
SteUmaxm, the privately- 
owned German company, has 
commissioned fabric producers 
to look TT»to the manufac ture of 
pure wools, aitoas, linens, cot- 

ton/viscoses and vfecose/hnens 

without ng ing harmful efflto- 
ents in the process. 

Kiann s teflmann , the com- 
pany’s owns 1 , fat that clothin g ' 
producers should contribute to 
a cleaner world. The pro ject 
will cost him an estimated 13m 
by the time a range of biode- 
gradable blouses, skirts, suits 
and coats is launched. 

Tests have been conducted 
only in laboratory cond itions . 
But Harold Marxmeier, a 
chemist at Akzo, the Dutch 
multinational, who is working 
on the project, is adamant that 
the same prin ci ples would, 
apply in natural conditions, 
-although the break-down pro- 
cess, would take longer. 

la the pre-trials, thin pieces 
of fabric some 100 per cent 
viscose and the rest viscose -' 
with resin (formaldehyde) coat- 
ing - were buried in buckets 
of two substances. The first 
was a mixture of grass and 
wood; the second was soil with 
bacteria ttf the type naturally 
found, but in large quantities. 

The pure viscose decom- 
posed completely within 14 
days and the rosto-treated fab- . . 
ric took slightly longer. It was 
impossible to monitor, how- 
ever, exactly how and when 
the fabric's tenacity changed in 
the controlled conditions of 
high humidity at 30 deg C in 
which the tests took place. 

Both mixes performed 
equally well but it was decided 
to concentrate on soil (more 
common in the natural world) 
for the main experiment This 
time an actual viscose/linen . 
suit (70/30 per cent mix respec- 
tively) was cut into pieces and 
buried in backets cf soil in the 
samp lahniwitor j conditions. ■— ‘ 
buttons, foam, shoulder pads 
and tiie polyamide hnr-kfaig on 
the suit all indnded. 

The viscose/linen, fabric, 
♦hiring- than that used In the 
pre-trial, but unhteadied and 
dyed with amino-acids cur- 
rently believed to be of mini- 
mal harm to the environment; 
broke down within six weeks. 
(The thicker the layers of fab 
ric, the longer it fejfcaa for the 
soil bacteria to eat them away.) 


But the oil-based -pdywnMe 
backing showed, aa almost 
complete resistance. to Mode- 
gradabtlity - and hence was 
deemed to be nan-btodegod- 
abte. The foam shoulder pads 
and buttons aIso : showed no 
tees of tenacity. 

Steflnumn's next atop was to 
find a method of Swing the 
suit without using a polyester 
or pcdyatnkte backing. Calling 
on the technical help of-Fiw 
denberg, one the biggest pro- 
ducers of non-wovens in 
Europe, he came up. with a new 

backing system. ‘» - 

Viscose itself was bound ' to 
the suit ou today using a pro 
cess oT needle punching rather 
than a c h ffn drai process, but 
small amounts of glue were 
also used. (N» glue is environ- 
mentally friendly.) Viscose 
pads will replace the non-bto- 
degradable -foam shoulder 
pads, but the buttons will have 
to be re moved by the consumer 
before dumping. 

_- A problem still remains con- 
coning the non-biodegradahU- 
ity of the resin-bonded cotton- 
sewing yarn- Steilmann thhity _ 
European consumers are con-' 
earned enough about the envi- 
ronment to take off buttons by 
hand and to pay the 4 to 5 per 
eent-extra for the envirenmen- 
tally friendly ctothiig. - 
Stellmann sees little possibil- 
ity of return on his investment 
in the short, term despite, the 
interest he says is already 

being shown. by Otto Versand, 

the Gernian mailorder fcous$_ 
and Marks' and Spencer, the 
UK-based retafler. • 

In the UK the experiments 
were greeted with scepticism. 
"Gtron tfae right conditions cf 
humidity and temperature, cel- 
lulose-based TTwtM-ialg will bio- 
degrade,” says Cfiff Marshall, a 
scientist at ICT, the British 
chemicals group. “But in 99 
cases out <£100 this wouldn’t 
happen in nature. H the condJr 
tfons are «H ghtly ariifa or the 
sail is day the bacteria can't 
grow enough - especially if 
the clothes - are dumped in 
landfills with other junk as 
they probably would be.” 

According to Martin Taylor. 
rfrfrf exec ut i v e of Gourtaulds 
Textiles, the British consumer 
has no interest at the moment 
in environmentally-friendly 
clothing. Steflmann’s retort is 
that anyone exporting to Ger- 
many wfU have to face up to 
the issue, and quickly. 

Karen Falconer 
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U dmof SacCor, not 
long Ago the lamest 
and most heavily 
snBsidisedr dixcK of 
the Bread l state sector, has 
come through a lodg abiq^ 


BRy fa the h w ine r y 
As Tittle ris four years ago. 


that merged to Item what is 
now the wood's second largest 
steelmaker were popularly 
seen as being among Europe'* 
most tmA 

political nightmares. They *»M 
bema et c onftiatagty dH&rert 
targets hy successive govern- 
meats,, were uncagroeti fl ve. 
overmanned, heavily sabd- 
teaed and had smashed the rep- 
utations of a sad hae of pofid- 
caBy appointed managers. 

Wh en F rance's last right- 
wing shvnmnaat broke with 
tradition and in 1986 hired 
Frauds Mer, a pra fa»mwi?i 
manager with- no political 
links, to ffiglmw a tumronad 
tor tiie steel industry, nobody 
g av e htm mnri i af chance 

Today, be has reason to be 
one a£ the public sector's most 
relaxed mana g ers . Mer, former 
chairman of PoatA JInanffi n, 

toe pipe-making subsidiary of 
the Saint-Gobain glass group, 
is stiff sane as3 m toe «wb 
J ob. And Ustaar Sadlor, once a 
laggard in the productivity 
league, is now m toe same 
range as Japanese, BriHdi and 
west German competitors mea- 
sured in manhours par femrw» 
and' has staged a breathtaking 
FFr 8^fon rtniifi of acquisitions 
ovfarthepasttWb yeaifi. 

"We have done what we 
thought was necessary and 
possible. In the end , toe date 
has understood that it does not 
help businesses reorganise by 
Interfering in them. Better to 
leave managers to manage 
their problems,” says Mer. 

U&frmr Sadlor’s experience 
parallels that of several other 
big European steelmakers as 
they adjust to the fiercer cterfc- 
petition earned by phasing out 
steel production quotas two 
years ago. However, tTsinor 
Sadlor started later tlwm its 
British and German counter- 
parts and has also been more 
aggressive than they have an 
the takeover traiL 

An q u faH i flWB iiriirta of 

Saarstahl, a pearl of the West 
German steel fa ifimiiy , Jones 
& ranghTm, the US’s second 
largest starnfena steel maker, 
and Edgcomb, one of America's 
biggest independent steel mer- . 
ehaiits. lt has also bough t a bog 
minority stake in ASD, 
Britain's second largest steel 
distributor. AH this has left it 
with 55 percent (fits FFr 37bn 
(£10bn) turnover outside 
Frafice last year, ffidXffif ft sag 


TJsindr Sacilor 


How the nightmare faded 

Hie. state-owned steel group has been turned round by a management that, unusually, enjoyed minimum 
interference from the government William Dawkins examines the background to dais achievement 




of Europe’s most internation- 
ally diversified steelmakers. 

Usmcr Sadlor produced its 
first profit tor 14 years in 1968 

amd fa paid fat ahar a. 

holder, the government, its 
first dividend tor 16 years. Cyn- 
ics pdnt out that the dividend, 
FFr SSTm gross, is a small pro- 
portion of net profits compared 
with the awicimt privately- 
owned British Steel or Hbogor- 
ehs of ffie Netherlands paid in 
fhft ama year, it is chkk- 
enfieed compared with the FFr 
lOObn in various terms of state 
and regional aid jwmpad mfa 
ibg gfori fpd n f rf fy j p tha 

before Mar's arri val. 

Man* aa l lt i M tl a^ flat rangffl y a 

third of the improvement is 
attributable to the three-year 
mn of growth enjoyed by toe 
steel industry generally. Usl- 

nnr Surilnr Tiaa been Urip e d by 
Hw fart fhaf ttktt p than half its 

are in what has been toe 
meat pmfthaWA area of all — 
flat products. These include 
hot wnPwd prin« jhf toe automo- 
tive and white goods indus- 
tries, m»Hi rwwitiy the indus- 
try’s fastest-growing 
customers. 

AririfHw fl H ri rtririp flirtnanaf- 

ically fa*n more *^ >)W halving 
the French workforce from 
15BJOOO to 60000 Mef Oe pate 



decade, helped by minimum 
interference from an eeopoad- 
rally liberal Socialist govern- 
ment. The rest is due to toe 
underlying efficiency gains 
from a heavy industrial invest 
meat p mg w un ma and an inter- 
nal effort to encourage effi- 
ciency through training and 
better job fleriMBty. 

Yet even after all these 
changes, Ustaor Sacilor is not 
quite like other steel makers. 
The record FFr 18.7bzx it has 
spent on takeovers and invest- 
ment in more afBrfawt plant 
over the past two years has left 
it with debts amounting to 84 
percent of shareholders' funds. 
This is hlghar gaaHng than 
that of private competitors, but 
the French group has less free- 
dom than they have to raise 
new equity. 

ft cannot call on the French 
government, because c£ severe 
budget restraints «ha the 
administration’s understand- 
able unwillingness to give yet 
more special treatment to 
steeL But neither can TJsmor 
Sa cilo r mb on tha public 
equity markets because of 
President Mitterrand's dictum 
a pfari: further natjoraffiaatton 
and privatisation. This 
restraint has left several other 
lag state enmpamaa; Mke Een- 


RmdsM«r(WO;lMarfa 

leave managers to manage, 

SmNt problems* 

anit in cars and BUuePtedenc 
in chemicals, with much 
higher debts than their private 
sector Competitors. 

That is why Mer makes no 
secret of toe fact that — at 
grtnv> tfaw Jn the next 10 
years - he would hke dll fire 
freedoms of a private Company. 
This is hardly a sur p rise si n ce 
hfa original job description was 
to gr orari Usinor Swffia* ter en 
eventual flotation. But this 
was put on ice when the Social- 
ists came to power in 1988. 

But for the ft™** bring, be 
has to seek a fine balance 
between expansion and cau- 
tion, which for toe present 
meiHM Ustndr Sacilor cannot 
afford to go cm raflrfng acquisi- 
tions at toe old pace. "The 
question is whether it is more 
worthwhile to spend money on 
strengthening opesrif industri- 
ally commercially or to 
spend toe «ung nah on debt 
reduction . . .Oar broad convic- 
tion. is to go ter industrial and 
commercial strength, rather 
Hwn to play toe gfrngte card of 
debt reduction,” adds Mer. 

Usinor Sadler's acquisition 
policy has followed three 
strands: to stick to agreed bids 
so as to limit costs and man- 
agement complications; to buy 
a bigger pr esence downstream 
in p mr pcgmgr distribution and 
gtm-frhnidfng — a trend also 
followed by British Steel - 
and to mgand tn higher val- 
ue-added products like stain- 
less and coated steels. Its take- 
overs of fi st rib u tors in toe US, 
France, Italy and Britain mean 
that Usinor Sacilor now con- 
trols the distribution of around 
30 per cent of its output, up 
ban 20 per cent before. 

"Buying distributors allows 
us to faCTMw market share, ft 
means delivery periods are 
shorter and we can conform 
more exactly to customers’ 
specifications,” says Philippe 
Cboppan de Janvry, director of 
afeiiniPBg steel end special flat 
products. He wtHmufa* that 
direct orders of fiat products 
f fo m Usfoor Sanilnr pfantu tflhw 
two months to process, as 


FRENCH CRUDE STEEL 

12 hour* p«r >anns . 


Productivity 



Producfivgy gap 

agrtwtGarmanhoin par tanw«Miao» 


O Qwmani 


till 

1976 77 78 79 80 81 

a gaingt the 48 hours that cus- 
tomers can expect for deliv- 
eries from merchants. This 
allows the group to expand 
sales with very little invest- 
ment, beyond the working cap- 
ital tied up in the stocks held 
by distributors, adds Mer. 

Usinor Sadler's takeover of 
J&L was driven by a different 
reason. The French co m pa n y 
needed a big foothold inside 
the US market where imports 
are shti limited by a voluntary 
restraint agreement with the 
European Community. Until 

thg J4T. i JpnT lag! Ma^ fjgj. 

nor Sacilor sold only lm 
tonnes into the US out of its 

Ww» towuw flnmnal p mrtnrHnn 

But more important, tire deal 
iHh BfaifaUiMt steel frwn 15 per 
cent to 20 per cert of group 
turnover — and a higher share 
of prefits - at s time when the 
outlook for more basic steel 
products is clouded by declin- 
ing demand from the car and 
w w i m r Hnw industries. Chop- 
pin de Janvry is convinced 
that the demand fix* stainless 
steel will hold up Wmw 
that for humbler products, 
because it requires leu mainte- 
nance th an cheaper steels and 
so saves customers’ costs in 
the long run. ft is the same 
Hnd of market bet that Usinor 


82 83 84 85 66 87 88 

SoBnMcUriAwrSarifaf 

Rarriinr got right early in its 
restructuring when it decided 
to keep such a large exposure 
to flat products. 

The loss of 90,000 jobs - 
mainly in the past five years - 
r p«*t fierce union resistance in 
the early 1980s, which has 
since dwindled. Hus is partly 
because Usinor Sadlor had the 
luxury of being able to learn 
from British Steel's earlier 
experience in reducing its 
workforce. Usinor Sacilor 
partly modeled its own 
armoury of job creation and 
early retirement schemes on 
Wfaat BrHiah Stool hwl fOT 
ns departing wonoorce. 

However, the dedfaie of the 
French Communist Party and 

tiie fra gm e n ta tion of the trade 
union movement - parallel 
with the UK - has also helped. 
Jean-Claude Georges-Frangois, 
responsible for social affairs, 
and one of toe two d ir ector s 
that Mer brought with him 
from Font a Mnwa*nn t reckons 
tiie co m pa n y «tni needs to lose 
around 1,000 jobs annually 
over the next 10 years - 
mostly bran natural wastage 

Another important part of 
the transformation of Usinor 
Sadkir has been the attempt to 
persuade its own staff that 
profit matters more than out- 


put. That was already chang- 
ing by the time of the merger, 
in response to the emergence 
of heavy ove rc apa city in the 
European steel indukry and 

the general advance of entre- 
preneurial values across the 
French State sector. 

Usinor fiseiw* has tried to 
encourage toe process by 
boosting the training budget - 
to FFr SOten this year, more 
than 5 per cent of the salary 
fafil — and mnlrmg it p getar for 
blue-collar workers to seek pro- 
motion. Unusually for France, 
the group has also introduced 
an element of performance-re- 
lated pay. though this takes a 
much smaller share of the 
average pay packet than at 
British Steel and Nippon SteeL 

"Traditionally, our organisa- 
tion has been along military 
lines in that we simply hired 
people to do jobs. Now we are 
trying to assess people more on 
their individual powers, to 
adapt the organisation to the 
man rather than the man to 
the organisation,” adds 
Georges-Francois. 

This flexibility is already in 
place at management level, 
where, far example, the new 
deputy finance director used to 
be commercial director of Sol- 
lac, a flat products subsidiary, 
a change of job which would 
have been harder five years 
ago. For the first time it Is 
beginning to happen at factory 
level with a system whereby 
workers can apply to be 
trained for a mare senior job. 

The aim is to encourage stall 
to acquire wider skills than the 
traditional engineer who 
hardly needed to speak to 
another human being during 
working hours. "Some engi- 
neers spend 90 per cent of their 
day sitting at a machine. They 
don’t see a need to talk to col- 
leagues so they have no idea of 
the complexity of the business. 
Somebody like that is Incapa- 
ble of handling market 
change,” says Georges- Fran- 
pm. 

This attempt to break down 
the old divirions between Jobs 
was first introduced three 
years ago and is now being 
established in around half of 
Usinor Sacilor’s French 
operations. “It’s costly in terms 
of extra training, but 
extremely effective,” says 
Gearges-Francois. 

Only the next downturn will 
prove whether Usinor Sacflor 
Tmg TTnwto the right judgment 
between acquisition md finan- 
cial prudence, or whether it 
has batten off more than it can 
chew. Mer refines to offer any 
predictions, beyond the fact 
that the restructuring of the 
European steel industry is ter 
from over. 


BA flies, into 
consultancy 

By Paul Abrahams 

BRITISH Airways, the Image of 

which has changed over toe 
Etten years from “bloody 
awful" to its - admittedly 

self-prodaimed - tide rf “toe 
world's favourite air line”, is 
setting up a management con- 
sultancy division. Its aim is to 
help companies, both within 
and outside civil aviation, to 
a r ea ta a «""*!!** transfor mation 
in their fortune* 

Brian Robson, head of the 
new division - Speed wing 
Consulting - "rpinina that in 
the past a large number of 
departments at BA used to be 
a pp roached by outside compa- 
nies asking far advice. The var- 
ious departments used to give 
advice informally and then 
suggest that the caller contact 
external co n sultan ts . 

Specdwing intends to formal- 
ise the process of giving advice 
by offering services In two 
nuifa areas: the Implementa- 
tion of a culture change, partic- 
ularly in the sphere of cus- 
tomer service; and the effective 
use of information technology. 

Robson says that creating a 
change in values and behav- 
iour is not simply a question of 
tailing employees to focus on 
customer service. He explains 
that a new system of manage- 
ment. geared towards the indi- 
vidual company's require- 
ments, needs to be 
implemented and followed 
through if it is to be effective. 

Re says toot it might include 
changes in employees’ targets 
nwrf remuneration, varying the 
selection employees for certain 
-vacancies and a fundamental 
reassessment of the company’s 
internal style. 

Speedwing’s other main area 
of expertise - the effective use 
of information technology - 
is, according to Robson, becom- 
ing increasingly vital, but is 
seldom property managed. 

Speedwing aims to tackle the 
problem in two ways. First, by 
demonstrating to non-spedalist 
managers how information 
technology can help them 
make investment decisions. 
And second by explaining to IT 
managers how to provide the 
services that internal depart- 
ments actually need. Robson 
explains that general managers 
and information technology 
managers often find they speak 
mutually incomprehensible 
lang uages. 

Speedwing has already had 
discussions with some »Mlww 
as well as a number of poten- 
tial non-aviation customers. 


THE ONLY CAR IN THE WORLD 
THAT HAS A 204 HORSEPOWER. 24-VALVE ENGINE. 

A COMPUTERIZED 4-SPEED TRANSMISSION. ABS BRAKES 
AND THE ADDED LUXURY OF BEING A VOLVO. 
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The new Volvo 960 packs a six-cyl- 
inder 24-valve engine, the most power- 
ful Volvo has ever made. 

It has a computer-linked automatic 
transmission that lets you select from 
three different modes-Sports. Economy 
and Winter- to suit your driving style. 


Its new driveline gives you a feeling of 
commanding great strength, coupled with 
vibration-free smoothness of operation. 

It has multi-link rear suspension for im- 
proved road holding, ABS brakes. and an au- 
tomatic downhill engine braking function. 

And of course, it incorporates Volvo’s 


legendary commitment to safety, as em- 
bodied by its safety-cage passenger com- 
partment, crumple zones front and rear, 
and other protective features. 

The fact is, there are some cars in 
the. world that give you some of these 
advantages. 


But only the new Volvo 960 gives 
you all of them. 

INTRODUCING THE VOLVO 960. 


VOLVO 

A car you can believe in. 



FT LAW REPORTS 


Corkscrew advance was obvious 


HALLEN COMPANY 
AND ANOTHER v 
BRABANTIA (UK) LTD 
Court of Appeal: (Lord Justice 
Slade and Lord Justice Taylor): 
October 17 1930 


A PATENTED Invention claim 
is invalid as having been 

“obvious” if; at the relevant 

priority date, it would have 
been a technically or practi- 
cally obvious step for a skilled 
but uninventive toghniefam to 
tain to overcame problems in 
a design, irrespective of com- 
mercial consequences. 

The Court of Appeal so held 
when dismissing an appeal by 
the plaintigte. Hallen Company 
and its wholly owned subsid- 
iary, Hallen Co Ltd, from Mr 
Justice Aldous's decision that 
their claim to an invention 
used by the defendant, Braban- 
tia (UK) Ltd, was invalid. Bra- 
ban tia did not appeal against 
the judge’s decision that other 
claims by Hallen were valid 
and infringed. 

LORD JUSTICE SLADE giving 
the judgment of the court said 
that Hallen were patentees and 
manufacturers of corkscrews 
marketed in the UK and else- 
where undo: the name “Screw- 
pull". B rabanti a manufactured 
and supplied household goods, 
and distributed them in the 
UK 

The Screwpull patent was 
filed on July 9 1979. S claimed 
priority from a US application 
filed on July 17 1978. That pri- 
ority date was the relevant 
date for consideration of its 
validity. 

On March 26 1987 Hallen 
issued proceedings against Bra- 
hantia. The issues before Mr 
Justice Aldous were infringe- 
ment and tire validity of the 
patent 

Corkscrews bad been known 
for centuries. Most modem 
products were essentially 
updated versions of Victorian 
designs. Those which had their 
origin in the 19th century were 
the “twin-lever" type and the 
“self-puller”. 

By the late 1970s not only 
had the self-puller been widely 
known for many years, but the 
properties of a friction reduc- 
ing mat erial, p olytetrafluoroe- 
thylene (PTFE) had been part 
of common general knowledge, 
at least by about 197L 

Hallens' alleged invention 
comprised the application of a 
friction-reducing material to 
the helix of a self-puller. In 


practice that was found not 
only to facilitate insertion, but 
also to produce a striking 
impro v e ment in extraction. 

On the evidence Hallen had 
been first in the field to market 
a corkscrew which combined 
those features. 

Hallen alleged Infringement 
of its invention claims, includ- 
ing Halm l, “a corkscrew com- 
prising a helical body and an 
outer layer of friction-reducing 
material”. 

Bra ban tia contended the 
invention was not patentable 
as It was “obvious”. 

An invention was not patent- 
able as involving an inventive 
step imteas it was “obvious to 
a person skilled in the art hav- 
ing regard to any matter which 
farms part of the state of the 
art . . .” (section 3, Patents 

Act 1977). 

“State of the art” was 
ttafined as cmwp rifiing “all mat- 
ter . . . which h«s at any tim e 
before the priority 
date . . . been made available 
to the public ... by written 
or oral description, by use or in 
any other way” (section 2(2)). 

At the trial Brabantia relied 
on seven different disclosures 
as forming tire state of the art, 
including US and UK patents. 

Having set out the prior art 
relied on by Brabantia, tbe 
judge had to pot Himself in the 
position of a man skilled in the 
art at priority date in 1978, 
such a man being deemed to 
have the common general 
knowledge of the art. 

He found that self-pullers 
were well-known to those 
interested in corkscrews and 
formed part of the common 
general knowledge at priority 
date. 

He found that it was not part 
of the common general know- 
ledge that corkscrews were 
coated with fric tion-r educing 
material such asPTFE. But he 
also found that PTFE had been 
available for many years, that 
by 1971 its friction-reducing 
qualities were very widely 
known; and that any skilled 
man who wished to coat the 
helix of a corkscrew with a 
friction-reducing material 
would at that time h ave known 
of and tried PTFE and would 
have been «hU> with ease to 
find a company to do it for 

him. 

He found that in 1978 it was 
not obvious to UK cork screw 
manufacturers to ifiannfartiniP 
and martot a self-puller with 
its hribr coated with PTFE. He 
believed manufacturers would 
have thought such devices 
were not commercially 


attractive to make. 

On the other hand, the judge 
also found as a fact that, to the 
notional skilled man, if he 
wished to market an improved 
self-puller, it was obvious to 
coat the helix with friction-re- 
ducing materia l to ai d penetra- 
tion, and that PTFE would be 
the substance of choice. 

He said that “obvious” in 
section 3 was directed to 
whether or not an advance was 
technically or practically obvi- 
ous and not to whether it was 
commercially obvious. 

Hfi fnrwliifteH that claim 1 
and another claim were invalid 
on grounds of obviousness, but 
that other claims were not 

He made finding s of partial 
invalidity. Hallen appealed. 

Mr Watson for Hallen sub- 
mitted that the judge was 
w ron g in law as to the proper 
test of obviousness. He submit- 
ted that to dismiss as irrele- 
vant the commerc i al non-obvi- 
ousness of an alleged 
invention, was unsupported by 
authority. 

The proper test, he submit- 
ted, was to ask whether a man 
skilled in tbe art “would” take 
the p rogressive stop in ques- 
tion (the of tire helte 

mi a self-puller with friction-re- 
ducing lwaiwrial). 

fn reported cases tire ques- 
tion was whether it was obvi- 
ous that a skilled man 
“should”, or “could” tire 
invention. Sometimes also 
“would” had been used. 

The “could” test was a mini- 
mum condition must be 
satisfied on the facts before 
obviousness could be estab- 
lished. The proper question 
depended on the facts of each 
case. For the purpose of testing 
obviousness one could not 
flaamut that the skilled man 
simply madp technical trials 
for the gako of so rinfrig 

The evidence showed clearly 
that at least up to 1978 the 
perfect corkscrew had not yet 
been invented and there was a 
continuing search for improve- 
ment. 

The court had to assume the 
mawtia of tire normally nfciiiwH 

hilt mtiina ^tMl i iiM fliMTPBMA hi 

the art at the priority date and 
to impute to him what was, at 
that date, common general 
knowledge in tire art in ques- 
tion (see Windsurfing Interna- 
tional [1985] RPC 59, 73,74). 

As at 1978 any skilled man, 
even an unimaginative sMDad 
man, concerned with the 
design of corkscrews, would 
have been conscious of two 
problems, namely how to facili- 
tate (a) insertion of the screw 


into -the cork, and (b) extrac- 
tion of the cork from the bot- 
tle. 

If the plea of obviousness 
was to succeed, the court had 
to be satisfied that it would 
have appeared to the hypothet- 
ical technician, skilled In tire 
art but lacking in inventive 
capacity, worthwhile to coat 
tire heitr of a self-pulling cork- 
screw with a friction-reducing 
material for purpose (a) or pur- 
pose (b) or both. 

He was not to be expected to 
take steps or try processes 
which he would not regard as 
worthwhile. “Worthwhile” 
meant worthwhile as a possible 
means of achieving or assisting 
in practice the objective he had 
in view. 

The hypothetical technician 
was dot taken as applying his 
mind to commercial conse- 
quences which might follow if 
tire step or process in question 
were found in practice to 
achieve or assist the objective 
which he had in view. 

As Lord Justice Oliver said 
in windsurfing, “what has to 
be detennzned is whether what 
is now claimed as invention 
would have been obvious not 
whether it would have 
appeared commercially worth- 
while to exploit it" 

“Obvious” in section 3 was 
not directed to whether an 
advance was “commercially 
obvious*. 

Mr Watson submitted t hat in 
any event tbe alleged inven- 
tion was not on the evidence 
technically or practically obvi- 
ous. 

The evidence showed that as 
at 1978 (a) there was scope for 
rignifiram t impm mment of the 
ease of penetration by an cork- 
screws, and (b) such improve- 
ment cou ld be achieved by 
applying a PTFE coating to the 
screw of any corkscrew. 

The judge held that on tire 
evide nce it was obvious to 
apply FIFE to any corkscrew. 
The court agreed. Once the 
idea of coa ting a corkscrew 
with PTFE was known to 
improve penetration by one 
type of corkscrew, it was 
self-evident that it would 
improve penetration by any 
corkscrew. 

The appeal was dismissed. 

For Hallen : Antony Watson QC 
and Guy BurkUL (Simmons & 
Simmons). 

For Brabantia: Robin Jacob QC 
and Robin Miller (Bristows 
Cooke & Carpmael). 

Rachel Davies 


COMPANY ANNOUNCEMENT 

ANGLO AMERICAN GOLD INVESTMENT 
COMPANY LIMITED 

(IncofporaMd irt the RepubBc of Soulfi AfriCi) 

Registration No. 0S090M OS 

PROPOSED RIGHTS OFFER TO MEMBERS 

Further to the circular to members dated 28 September 
1990, members are advised that all the resolutions 
proposed at the general meeting of the company held on 
22 October 1990 were duly passed. Accordingly, as 
Indicated In a press release Issued subsequent to the 
meeting the company is proceeding with a rights offer of S 
ordinary shares to raise R5Q5 000 000. 

Members registered at the close of business on 26 October 
1990 (Le. the record date previously specified) will be 
offered the right to subscribe for a total of 2195201 S 
ordinary shares of R1 each at a price of R230.00 per share 
(South African currency) in the ratio of 10 such S ordinary 
shares for every 100 ordinary shares held at the record 
date. As previously explained, those S ordinary shares 
which are subscribed for by persons other than Anglo 
American Corporation of South Africa Limited (AAC) and 
its wholly-owned subsidiary companies, will be exchanged 
for ordinary shares held by AAC at no additional cost to 
such persons. 

The Johannesburg Stock Exchange (J$E) and The 
International Stock Exchange of tbe United Kingdom and 
the Republic of Ireland Limited (BE) have, subject to the 
registration by the respective registrars of companies of 
the rights offer documents, granted a listing and 
permission to deal in terms of ride 535.4a respectively, for 
the renounceable (nil-paid) letters of allocation to be 
issued pursuant to the rights offer from Monday. 29 
October 1990 to Wednesday, 21 November 1990; The 
ordinary shares to be transferred to subscribers by AAC 
are already listed. 

Salient dales 1990 

Record date for rights offer Friday, 26 October 

Registers closed from Saturday, 27 October 

to (Inclusive) Saturday, 3 November 

Ordinary shares listed ex-rights Monday. 29 October 

and listing of letters of 
allocation commences on JSE and 
dealings permitted on the ISE 


FINANCIAL TIMES WEDNES DAY OCTOBER 24 1990 

“ LE GAL notices ~ 

I To Dennis Jonas formerly of 112a Bbjmi, 
Llttleover, Derby and formerly of El Oasis 
Andaluz, Pamela 376, Estapona, Malaga, Spain. 

TAKE NOTICE that ffli action has been commenced againd 
you in the High Court of Justice. Queen's Bench Division, 
1990 N No. 2305. by National Westminster Bank PLC. n 
which the Plaintiffs dabn is for £2,168,867.74. together with 
interest from the date c* issue (21st September 1990) to the 
date of Judgment or sooner payment at a daily rale of 
£99333. 

And thsd it has been ordered that service of the Writ of 
Summons In foe said action on you be effected by this 
advertisement. 

AND FURTHER TAKE NOTICE that you must within twenty 
one days from the publication of this advertisement. 
Inclusive of the day of such publication, acknowledge 
service of foe said Writ of Summons by completing a 
prescribed form of Acknowledgement of Service which may 
be obtained on request from the solicitors whose name and 
address appear below, otherwise Judgment may be entered 
gainst you. 

Messrs Wilde Sapte 

of King's Cross House, 200 PentonviUe Road, 

London N.1 9NL. 

(Ref: AXST1 89987) 

Dated 24th Ocotber 1990. 

PlaintSfs Solicitors 


Last day (or dealing In letters of Wednesday, 21 November 

allocation on the JSE and ISE 

Last day for splitting letters of Wednesday, 21 November 

allocation in London 

Last day for splitting letters of Thursday. 22 November 

allocation in Johannesburg 

First day for dealing In ordinary Thursday, 22 November 

shares on the JSE and ISE 

Rights offer closes 14:30 Friday, 23 November 

Postal acceptances despatched on or 
before 23 November 1990 will be . 

accepted until 14:30 on Wednesday. 28 Novembo- 

Ordinary share certificates posted Monday. 3 December 
The letters of allocation and the circular giving full details 
' of the rights offer will be posted to Am gold shareholders 
on Friday. 2 November 1990. A specimen copy of the rights 
offer circular will be available for inspection during 
business hours from 26 October 1990 at the London office 
and the offices of the company’s transfer secretaries In 
Johannesburg - Consolidated Share Registrars Limited, 
First Floor, Edura. 40 Commissioner Street, Johannesburg. 

Head Office: London Office: 

44 Main Street 40 Holbom Viaduct 

Johannesburg 2001 London EC IP 1AJ 


To Dennis Jones formerly of 112a Bfogreaves, Littleover, 
Deity and formerly of El Oasis Andalu^Phrcda 376, 
Estapona, Malaga. Spain 

TAKE NOTICE that an action has been commenced against 
you in foe High Court of Justice; Chancery Division, CH 1990 
N No£600 by National Westminster Bank PLC, in which the 
Plaintiffs dafan is for an Older for sale of shares charged to it 
byyouinSeafield PLC and in Hazlewood Foods PLC. 

And that it has been ordered that service of the Originating 
Summons in the action on you be effected by this 
advertisement 

AND FURTHER TAKE NOTICE that you must within 
twenty one days from the publication of this advertisement, 
inclusive of the day of such publication , acknowledge 
service of tire said Originating Summons by completing a 
prescribed form of Acknowledgement of Service which may 
be obtained on request from the solicitors whose name and 
address appear below, otherwise Judgment may be entered 
against you. 


Messrs Wilde Sapte 

of King’s Cross Hou9^ 2fl0 Rentonvifie Road, London N1 9NL 


Barrister 24 October 1990, Johannesburg 


Dated 24th October 1990. 


(RefrAXS/189987) 


Plaintiffs Solicitors 


MCM A Xerox Financial Services Company 

MCM supplies screen based biformation services to some 1400 Fixed Income 
deoBng operations worldwide, principally through the Telerote Network. 

We are seeking a Fixed Income Technical Analyst to join our London based 
team. 

FIXED INCOME TECHNICAL ANALYST 

The candidate win ideaSy have: 

• A broad knowledge of Technical Analysis techniques. 

* Experience In applying these techniques to European Cosh and Futures 
instruments In a fve trading environment. 

" A working knowledge at computer-based productivity tools, such as 
Teletrac and similar systems. 

" An ability to dearly communicate tracflng Ideas in the language of the 
markets. 

The right candidate wBI have an Ideal opportunity to rapidly develop 
responsibility In a small team of analysts who have an excellent reputation. 

In the first Instance, please forward your CV to: 

Malcolm Cook 

McCarthy. Crisanti & Mattel Inc. 

.Hamilton House 
1 Temple Avenue 
Victoria Embankment 
London EC4YOHA 


Tel: 071 3534212 


Fax: 071 353 3325 




DIRECTOR OF DEVELOPMENT 
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derivatives fund management 

City Broker. Male. Age 32. 10 years experience 
in debt related and equity related derivatives. 
Seeks position in derivatives at innovative fund 
manager after recent relaxation of tax rules. 
Would consider moving outside London. 
Please write Box A983, Financial Times, 

One Southwark Bridge, London SE1 9HL 


Telex: 926604 HAM HSE G | 

| BORED 

I AND 

I FRUSTRATED?. 

I ”" We might have the answer. 

This is an exceptional 
business opportunity wfth 
an estabSshed track record 
in the U.SA and U.K. 
Currently expanding into 
Germany. 

Part time and lull time 
openings available. 

Substantial income and 
capital potential. 

Telephone WffiweU Ltd. 
on 071 233 1050 
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Chartered Secretary 


City Based cJE27,000+ benefits 


Our client is one of tbe UK's most prestigious trade asso- 
ciations, with an annual income of aroun d £3 million. Ia 
activities include naming, legal services, public relations 
and conferences, fir lias now created a new position of 
Administration Manager who will be responsible for su- 
pervising (be production of timely financial and manage- 
ment information, efficient control of tbe Society's admin- 
istration department and for aiJ chartered secretarial duties 
including the organisation of members meetings. Admin- 
istrative responsibilities will include management of 
premises, insurance and general mailing activities. 

Tbe ideal candidate will be ICS A qualified and will have a 
minmutmofS years experience within a similar role. Tbe 
individual should possess initiative, sound business 
awareness, be decisive and have an ability to integrate into 
a small professional team. 

The remuneration package will include acompetitive salary, 
company car, pension and health insurance. If you feel you 
can respond to this challenging position, then please write 
e n closi n g full personal and career Amrii* including day 
time telephone number to Mrs. S. Dobinsoo quoting ref- 
erence FT! 50. 


ROBSON RHODES 

9 Chartered Accountants H 

Management Consultancy Division 
186 City Road, London EC IV 2NU 


APPOINTMENTS WANTED 

International Marketing Executive 

A 46-year old married English marketing and PR 
Exccutive/Consul touts, Fluent French/Spanish, 
working knowledge German /I talian, with French 
University background and fifteen years experience 
worldwide handling blue chip accounts plus ten years 
European property and financial services experience 
seeks marketing or s imi lar position with Spanish 
French or Italian company /agency refining aggressive 
push into the UK. market. 

Please reply to Box A268, Financial Times, 
One Southwark Bridge, London SE1 9HL 

? ENTREPRENEUR ? 

Can you demonstrate a successful b usiness track record in 
an entrepreneurial environment in a senior po siti on? 

Are you capable of handling a start-up venture? 

If you have these qualities and .are loo king for a new 
challenge we are looking for a person to assist us in 
launching an exciting new marketing concept 

For further details call us on; 071 872 5632 


Financial Services Institution 

FINANCIAL 

ANALYST 


wwklwwe, is looking for a young Financial Analyst 
for their Spanish/frencb Corporate Finance 
Coverage Team. 

Applicants should be educated in UK, French and 
Spanish universities to degree level, preferably with a 
finanoal /economics bias, and w31 already have a basic 
imderstandi n gcf in vestine n t ba nkin g products acquired 
either through current employment or during internships 
in their university vacations. A high energy level and 
proven an al y t i cal and Interpersonal skills are essential 
pre-requisites. 

The successful applicant will work in support of our 
Spamsh/Rnench Coverage Team. Job responsibilities wEtt 
include assisting in the identification of opportunities 
in the Spanish/French markets; responding to client 
enquiries; preparing industry reports; executing 
transactions for Spanish clients. Trilingual Spanish/ 
English /French skills are crucial, together with an 
understanding of the culture and business practices 
in Spain and France. 

The position offers excellent career prospects to the 
right applicant, generous compensation and a 
comprehensive benefits package. 


should write in confidence to: MrT G. West, Mana ging 
Director, (Ret 350), Associates In Advertising, 

5 St John's Lane, London ECIM 4BH. P lease state in 
your covering letter any company to which your 
application may not be sent 


ASSO 
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FINANCIAL 

TIMES 

EUROPE’S 

BUSINESS 

NEWSPAPER 


desire vous faire part 
d’un accord publidtaire 
avec 

LES ECHOS 
le quotidien de 
{'economic le plus 
important en France. 

Une a rmonc e dans le 
FINANCIAL TIMES 
et LES ECHOS 
augmentera de fagon 
substantieUe 1’ impact de 
votre message sur les 
cadres dirigeantsen 
Europe. 

Chaque semaine les 
annonces paraitront 
dans les Echos le mardi 
et da ng le Financial 
Times le mercredi (le 
vendredi dans l’Edition 
Internationale du 
Financial Times). 

Pour de plus amples 
tenstignements, veanllez 
contactor: 

STEPHANIE SPRATT 
071873 4027 


FUTURES AND OPTIONS 

Highly successful two man futures and options trading t * am 
seek a broader professional challenge in an asset 
management/broker environment. With multi year 
competence in derivative products and strong backgrounds 
in equity and bonds. We offer; ■ 

- an int e rn ati on al private and commercial client base, 

" set up and development experience including front and 
back office systems. 

“ the origination of our own trading strategies, 

- strong academic and linguistic background and 
marketing skill. 

We -would be Interested to bear from a flexible o rganisation 
seeking to establish or expand an existing operation in this 
field. 

Please reply to Box A279, Financial Times, 

One Southwark Bridge, London SE1 am. * 
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TELEVISION 


ARTS 


The serial’s serious debt to society 

O wlngr to the Shams- fee ben instead of an infernal the yokels. “Looks Eke a Hog extensive precedent for tl 
folly offhand attitude sirdn, and those awesome pads;*- to meT* be embrfmR, f ^nring sort of thing : such a comtrii 
of broadcasting ing spaces viikh would date frame on fee video at fee thm lies at fee very heart of 

adm il f ii gb ators ID fee fee work so CT o eatfariv. mo-nk: cm tho. ifev nf Tamra's ifidsumn&r hRnht\ Dream. 


O wing to fee atetme- 
faSy nffhnrwt attitude 
of broadcasting 
administrators in fee 
1960s and *708, many 
television programmes have- 
been lost forever. From David 
Mercer plays to Juke Box Jury, 
from TiU Death [ft Do Part to 
Dixon Of Dock Green, great 
swathes of material were 
junked or wiped a nd will never 
be available to posterity. How- 
ever. lobbyists fed by fee Brit 
ish Film Institute have finally 
persuaded fee Government to 
accept the idea of a ngtim>qi 
television archive and propos- 
als will appear in the new 
broadc asti ng ac t So, with luck, 
future generations win at least 
be able to see anything of sig- 
nificance hum 1990 onwards. 

When our grandchildren, or 
our great, grandchildren, w™* 
to shoot their PhDs in 2050 AD. 
and they go to the archive to 
select clips, they should realise 
that although they may ffarf 
many of the facts they want in 
news, current affairs »nd docu- 
mentary programmes, if fee 
Zeitgeist is what feey are after 
then they win need to. torn to 
the dranm serials. Nothing cap- 
tures the spirit of fee tfanww 
wife quite such accuracy and 
vividness (nor, judging by the 
effect of watching The Quater- 
mass Experiment or the surviv- 
ing Dixon episodes today, wife 
such poignancy) as contempo- 
rary serial drama. 

Watching a black police car 
come round a comer on two 
wheels and roar down a subur- 
ban street, wife fee little oval 
“Wolseiey” sign on its h«nn«* 
lit up in the dusk, « nd its bell 
ringing as it passes a parked 
car - a Ford Anglia, a Morris 
Oxford - every 50 yards or so, 
you remember with a pang 
what a different worid we lived 
in, such a short tfane ago. Of 
course fee makers of that pro- 
gramme could hardly know at 
fee time feat it would be the 
iTl rrm ma ted “Wolseiey” sign, 


fee bell tafitawfl of an infernal 
rirdn, and those awesome park- 
ing spaces which would date 
fee wort so ev o catively. 

Similarly we say for 

sure today what it wifi be 
about Twin Peaks, which 
began last night on BBC2, that 
will make it seenrto onr grand- 
nMiifru n to be so very Tmw-h a 
product of -its time, though it 
will probably not be those ele- 
ments which seem so obvious 
to us. This is the serial macfe 
by David Lynch, director of 
such colt cfnema successes as 
Blue Velvet and WOd At Heart 
who cowrote fee scripts with 
Wl- Street Blues writer Marie 
Frost and then directed. 

Last night's 90-mhmte pilot 
phis file first seven episodes 
tell of the investigation by FBI 
agent Dale Cooper of the mur- 
der of beautiful 17-year -old 

Tanra PiiTnwr hi ttw» IHtln Iwrfc. 

woods town of Twin Peaks. In 
US the was h| V p ^ up 

With pswarfAwate by 

fee chattering classes who saw 
it, seemingly, as a parody of 
suchworks as Dallas and Pey- . 
tan Place. They revelled, more- 
over, in Lynch’s off-the-wall 
humour and bis interest in the 
sexy and the macabre. Perhaps 
the series will have the same 
scot of success here, though I 
shall be surprised if it attracts 
more than 24>m viewers. (Por- 
trait Of A Marriage, also on 
BBC2, began with ten and Cell 
steamy to 3m). 

There are certainly pleasures 
to be bad Thanks to Lynch's 
lighting , whi ch with it s app ear- 
ance of artificial light outdoors 
makes the whole of America 
look like an Edward Hopper 
painting; the screen is always 
in terest in g to watch. The act- 
ing is better than you would 
expect from Dynasty or Falcon 
Crest. Best of all, the humour 
is often built into the charac- 
ter; notably that of FBI man 
Cooper, a modern. Sherlock 
Holmes whose powers of obser- 
vation and deduction astound 


fee yokels. “Looks Eke a Hog 
tO meT he emtajms, f pgjw ng 
frame on thfl virtew t-abtm at fha 
pio-nk on the day of Laura’s 
death and identifying the make 
of motorcycle (Hog - Harley) 
reflected in her eyebaXL 

However, though this may 
certainly be a parody it is not, 
in social terms, pushed to the 
p oint of farce as were Mary 
Hartman, Maty Hartman and 
Soap. On the contrary, 
although Twin Peaks has fan 
at the expense of the Dallas 
type series it is actually mace, 
not less, realistic. In Turin 
Peaks the garage man is hav- 
ing an affair wife fee lady at 
fee diner, Laura bu s dat- 
ing at least two boys and hav- 
ing an affair with the psychia- 
trist, Leo is a wife beater, half 
the population snorts cocaine, 
there is a plot to raze the saw- 
mill and riatm tfa» insurance, 
local girls dabble in prostitu- 
tion at One Eyed Jack’s, and 
even the sheriff is carrying on 
wife a Japanese widow. 

Usted like that it may sound 
like fee h e aping of Pebon n p nn 
Ossa and yet, judging by what 
you hear from friends and read 
in the press, it is not such an 
inaccurate picture of what hap- 
pens, albeit away from the pub- 
lic in gmaTi town America 
today. Even Nadine with the 
black eye patch, who devotes 
her Iifo to perfecting the totally 
silent curtain rail, is less Ear 
fetched than appearances seem 
to suggest the world is foil of 
people wife quiefiy desperate 
obsessions contained behind 
closed doors. 

Given fefa tendency for tele- 
vision's contemporary drama 

aariate to CQaVHV the t win gririt 

of fee times, what 1 find most 
interesting and occasionally 
depressing is the enthusiasm 
today for combining realism 
with extreme non-realism 
which sometimes topples right 
over Into a particularly fey sort 
of mysticism. Lang before tele- 
vision there was, of course. 


extensive precedent for this 
sort of thing; such a combina- 
tion lies at fee very heart cf A 
Midsummer A fighti Dream. So 
for as today's television dra- 
mas are concerned. It should, 
perhaps, begin to worry us at 
the point whan it seems to be 
taking 1 the place once occupied 
by religious belief. In other 
words, at the point where it 
begins to look remarkably sim- 
ilar to astrology and fee other 
bits of supernatural xnuzubo 
jumbo which otherwise sane 
and rational people now seem 
so ready to take into their 
Eves. 

It may not be particularly 
important when the non-real- 
ism take« the form of wishful 
thinking as in the banking- 
and-bonking series Capital City 
which has cleverly de-yuppif- 
ied itself for fee recession. 
There is no longer a Porsche in 

fli g ht , sfrkka is riding a bike; 
the new head dealer is not sim- 
ply a woman but one who 
simultaneously - represents 
umpteen ethnic minorities 
(Sylvia Roux Teng. no less) and 
all across the dealing floor 
they are going on strike 
a gainst fee wicked dumping of 
toxic waste by a client com- 
pany. 

Not quite the way life pans 
out at the average me rchan t 
bank? No, but probably no 
more unrealistic than BBCl’s 
saga cf Clydeside low fife. Your 
Cheatin' Heart, which would 
have ns believe that Glasgow 
cabs are driven by beautiful 
young women who spend their 
ftmw on fee radio delivering 
witty aphorisms at a speed 
which would baffle Oscar 
Wilde, that Glasgow ham , 
burger joints employ wistful 
female country-and-westem 
groups whose songs are heard 
from beginning to end in 
respectful sfienoe. The signifi- 
cant point in fee work of 
writer John Byrne is his realis- 
ation that whatever the PR 
men may say about Glasgow 




wing the spirit of the limes? Kyle MacLachlan 
Michale Ontkean in Twin Peaks’ 


being “the fcnMw kanital” of 
Europe, for most young Glas- 
wegians the cultural capital of 
the world lies nearer to Mem- 
phis or New York. 

The series where we should 
at least note what is going on 
are those such as Centrepoint 
an Channel 4 and Twin Peaks 
itself, in which we are invited 
to treat telepathy, dreams, 
ghosts, and a lot cf the other 
occult baggage brought down 
from the attic by hippies in the 
1960s, as though it were Just as 
respectable, just as useful, and 
just as dependable as rational 
thought In the case of Centre- 
point it may torn out that 
there axe good concrete expla- 
nations for all the oaky-spooky 
stuff. However, having 
watched file first eight parts « 


Twin Peaks I fear that Lynch 
may be a true child of the Star 
Wars age (“Let the force be 
with you” and all that airy- 
fairy guff) and that he is per- 
fectly happy to have his hero 
rely upon dreams for his 
deductions. 

It is entertaining enough, 
and many would argue that 
man cannot five by breed ahnu* 
and that all drama benefits 
from a metaphysical dimen- 
sion. Nevertheless, I suspect 
that fee more level headed 
great-grandchildren are going 
to find fee necromantic ele- 
ments in our drama serials 
very quaint »wd rather embar- 


Five Guys Named Moe 


□buxa. uunvi vx v uaiuM a - • m « « 

watched the first eight parts of ChnStOpO^T DmiKtey 

Stand up America ! 


THEATRE ROYAL. $TRA a 


Take a singer, a songwriter 
or a lyricist of note, wrap the 
fihnstest of books around fixe 
f™»t of their works. and you 
ran generally guarantee some 
sort of success. At least one 
element in that , notoriously 
tricky discipline, the musical, 
is tried and trusted. 

Clarke Peters? tribute-to the. 
black m ns fo, man Lends Jordan 
refreshingly forsakes, fee usual 

’ frdnprir f n rmrila for totandoot 

fantasy: a deafiender twiddles 
his wireless knob to find 
himself confronted, genie-like, 
by Five Guys Named Moe - a 
quintet of sassy showmen 
whose advice; tangential as It 
is to Nomax’s . life crisis, 
is fired direct from fee Jordan 

remrm - 

The choice of subject is 
inspired, since Jordan is 
one of those figures who 
casts a shadow over the music 
of the 20th century without 
one knowing exactly whose it 
is. Bora In Arkansas in 1908, 
he was an all-rounder 
responsible for a stream 
of hits from the 80s onwards, 
which earned him- a place In 
the pantheon of rhythm and 
blues, lauded by James Brown 
as well as Bill Haley and 
Chafe Berry. 

He has left his mark trt 
them all, but despite his 
seminal influence, preferred 
to regard Wmaelf simply as an 
entertainer. So it is only 
right and proper feat Five 
Guys to simply entertainment 
- albeit framed by such 
heavyweights as “Is You Is Or 
Is You Aint” or “What's the 





Clarke 


Kenny Andrews, Peter Newton and Paid J. Medford 


Use of Getting Sober”, which 
weigh in with a wit and 
a whimsicality feat would 
knock most of his successors 
out cold. 

A tight animate cast, under 
the direction of Charles 
Auglns, prove that 
old-fashioned production 
values are not dead at 
Stratford East Clarke Peters 
himself is smooth as velveteen, 
except when called upon 


to supply comic strip falsdtto 
for a hilarious “Nobody Here 
But Us Chickens", while 
fee rendition of the raunchy 
“I Like ’Em Fat* by fee 
diminutive Paul J. Medford, 
of EastEnders fame, typifies 
the cheek of a show which 
makes no pretence to anything 
as mundane as plotting or 
book. 

What it does give ns, 
brilliantly, is a taste of 


Jordan ’8 versatility and 
showmanship, slickly 
choreographed and 
charismatically execute d by 
five guys plus one from a 
growing community of blank 
performers capable of putting 
fee swing back where it 
belongs. The audienoe conga’d 
in tte aisles. 

Claire Armitstead 


QUEENS THEATRE 

This must have been fixe 
strangest London first night 
in a long while. Invited far 
8.00pm, we found that Stand 
up America! had been 
postponed till 8-30. The 
programm es had still not 
come; neither, it seemed, had 
the comics. 

.. Finally the programmes 
arrived and the show got 
under way at around &40, ‘ 
and wife a Mti«h stand-up ■ 
comic, not listed in 
the credits and called 
something like Jafey Deedes, 
coming on first He said that, 
most of Ms jokes had been 
based on Kuwait but 
that something had 
happened. 

For a moment one 
thought he was serious; the 
Amafeans had finally 
invaded Iraq and fixe condcs 
had been diverted, along 
with the aircraft carrying the 

S ogrammes, to entertain 
e troops in ease 
they’re not home by 
H hH iifanas- 

No need to worry. Shortly 
after 940pm one at the 
Americans appeared. 

This was Roger Kabler, who 
takes off American movie and 
television stars. He does 
Frank Sinatra singing from 
Phantom cf the Opera turn iOy 
to the tune tf ‘‘Strangers in. 

the KBghf and fee 
Robert de rfiro comedy stow, 
which seems largely to cansfat 
of the line “How yer 
doing?” 

I think that it was 
Kabler, though it may have 
been the next one — BQHan 


Conmd - who said that he 
thought the show opened next 
week. Certainly it was 
Corosxel who asked what the 
doormen's union does when 
it goes on strike. They 
just stand in front of your 
door. Also, “Is it wrong to 
smoke when you're on a 
bicycle in a health chib?” T 
jfflst pretend Pm going down 
MIL* 

TbeGulf lsplahxly on 
everyone’s mind. Tim British 
comic says that Mrs Thatcher 
started It off by going to 
Helsinki and getting file 
Finns involved. (Me of the 
Americans says that 
they just need some kind of 
show of farce that works. “We 
sent 24,000 troops into 
Panama (or was it Grenada?) 
and Noriega drove himself to 
the Pope’s boose*. Maybe 
fee tension is getting them 
down. 

Possibly, too, Monday night 
was an aberration. Stand up 
America! is due to run at the 
Queens for six weeks wife fixe 
comics changing every 
Monday if they get the dries 
right. It is MDed as an 
American invasion, but is still 
a bit of a try-out with the 
comics trying to establish 
what a British audience 
laughs at. 

Actually, I thought it was 

qutteftmny. Asan 
invasion, it reminded me of 
President Carter’s attempt 
to get the hostages out of Iran. 
Perhaps that was part of the 
joke. 

Malcolm Rutherford 


Extemporary 
Dance Theatre 


TM PLACE 

British modem dance is 
floudering, and. alas, growing 
only more British. Few people 
on the scene are making 
absorbing dance material, but 
there’s simply bags of content 
around, give a second-rate Brit- 
ish choreographer a break, azxd 
ch an ce s are he’ll come up with 
more literary or play-acting 
ideas than steps. In these 
respects and otters. Extempo- 
rary Dance Theatre's new pro- 
duction is very British indeed. 

Aren’t programme notes 
wonderful? They open up 
whole areas of new thought. A 
Phoning Desire, choreographed 
for Extemporary by Sean 
Walsh, is a two-act dance treat- 
ment of the Faust stray. Well, 
the programme says so. And, 
though the fhust story is not 
unknown to axe, I was amazed 
after the show to read the 
Faustian issues feat Extempo- 
rary presumes that A Flaming 
Desire is concerned with. 

The style is watered-down 
modernism, with a po-faccd 

e nsemble narrating thing s, sort 

of. it » some time before the 
unprepared observer can guess 
which soloist (Mark Bruce) 
might be Faust. Thank heav- 
ens for the clinching clue, 
when he produces a thick tome 

and consults it for two sec- 
onds. It took me an aged, how- 
ever, till 1 realised that fee 
mysterious female in 
fatt-length hfack veil (Joanna 
Frog) was actually Mephlstoph- 

There’s little attempt at real- 
ism - Faust’s book, so briefly 
g i Hmp<»Pd u provides the most lit- 
eral moment all evening - 
because Walsh is attending to 
higher matters, like mood. But 
what good is a mood, when 


you’re still not sure who’s 
expressing it, or why? 

Inoffensiveness and good 
taste rule. Everything is 
awfully British. The movement 
contains some gestures, con- 
tractions. and angular posi- 
tions, like Martha Graham s - 
but not, of course, too much sa 
Legs are often elegantly turned 
out • though not. of course, too 
emphatically. There are ele- 
ments of jazz fluency and 
rhythmic surprise in the phras- 
ing - nothing too extravagant, 

mind you. The eight dancers 
are equally adequate. The cho- 
reography renders them uni- 
formly unmemorable. The 
music, which is live jazz 
topped up with electronic key- 
board KnA corrldore-of-time res- 
onance, Is mod Is hi y moody 
stuff from Trevor Jones's 
sound track for the Alan Par 
ker film, Angel Heart, as 
arranged and supplemented by 
Stephanie Nunn. Tim Hatley’s 
decor is a large metal frame- 
work that the cast reshape for 
each episode. When we see 
that it’s a Jail or a wall we're 
grateful. But much of the time 
it simply adds to the choreog- 
raphy’s obscurities. 

it's depressing to write In 
these terms, for A Flaming 
Desire launches Walsh's now 
regime as Extemporary's artis- 
tic director. Monday's first 
night won some cheers, and 
it’s possible that Walsh’s 
choice of music, subject mat- 
ter, and movement idiom will 
find supporters. But it made 
me itch to get back to any 
other version of Faust, and to 
see these dancers given greater 
challenges. 

Alastair Macaulay 


BBC Symphony 
Orchestra 

ROYAL FESTIVAL HALL, RADIO 3 


The BBC Symphony's current 
season is its 60th, though fixe 
diamond jubilee is being 
marked in a distinctly subfusc 
way. The exact anniversary fen 
an Monday: an October 22 1930 
in the Queen’s Hall, Adrian 
Booh conducted the fledgling 
orchestra, drawn from fee 
great and the good among Lon- 
don’s freelance musicians, in a 
programme that began wife 
fee Fh/rng Dutchman Overture, 
and led via Saint-Saens’ Cello 
Concerto and Brahms’ Fourth 
Symphony to the evening’s 
highlight, the Suite from. Rav- 
el’s Daphms et Chloe. 

In what seemed a deter- 
mined effort to avoid any kind 
of spurious backward glances 
the present-day BBBCSO and 
its current chief conductor 
Andrew Davis offered an all- 
Russian. rather atypical pro- 
gramme of Stravinsky, Proko- 
fiev and Rakhmaninov. 

Davis’s special strengths in ’ 
late-romantic and early 20th- 
century repertory did not quite 
adapt themselves to these 
works; all was realised with 
mflTimnm of e fficien cy qnd 
accuracy, but nothing more. 

While the carefully purled 
ph rasin g of the woodwind and 
neatly dovetailed strings were 


admirable in Stravinsky's Sym- 
phony in C, the counterpoints 
of the slow movement teased 
out adroitly, the rhythms slot- 
ted into place, there was a 
bhmtness, a smoothing-over of 
contrasts which kept the per- 
formance earthbound. And in 
Rachmaninov’s Symphonic 
Dances too it was easy enough 
to dmnlatp velveteen surfaces, 
so that fee plushness could 
remain strictly on the surface. 

There is an dement of som- 
bre pessimism running 
through aS late Rakhmaninov, 
even beneath these anodyne 
display pieces, but feat Davis 
refused resolutely to seek out 
It was unfortunate that the 
Japanese violinist Kyoko Take- 
zawa encountered the orches- 
tra in such over-relaxed form. 

She did what she could to 
raise the temperature, espe- 
cially In the last movement at 
Prokofiev’s Second Violin Con- 
certo where ter double and tri- 
ple stops were convincingly 
combative; in the end. though 
she left tte -hi™ impres sio n as 
every other element of the 
evening, of super-competence 
and plain predictability. 

Andrew Clements 


Janet Jackson 



mSMUBLBY ARENA 

Janet was the ninth child to 
bless fee union of Mr and Mrs 
Jackson and the last. There 
was never much chance that 
she would end up as a quantity 
surveyor but even so fee 
resemblance to big brother 
Mirhapi jj quite eerie. She has 
the same baked Barbie Doll 
face; the same ethereal voice 
programmed to squeak out 
platitudes; the same gymnastic 
approach to dancing which 
makes it se em p art of a SAS 
daily fitness routine. 

' she also hflfl Michael’s love 
cf spectacle. Her lavish, high 
energy show starts with a 
goods lift cranking up the star 
(hidden behind a screen) from 
the lower depths. The wraps 
come off and there, in black 
frock coat and generously 
filled tights, is Ms Jackson, 
ready to lead her dancers into 
an air punching, stage 
pounding, body breaking 
performance which would get 
TTwrtimim from Angela 
Rippon in the world final of 


Against a set which looks 
like a derelict abattoir Janet 
Jackson jerks out her social 
message which seems to 
advocate self control and 
human brotherhood rather 
than wasting thm* on the slow 
foxtrot and drag pwfeflfeg To 
drive home the point the 
dancers act out little cameos ctf 
mean street life, with Janet 
giving the dealers what for, 
while a screen projects all 
those nasty words like 
“Prejudice”, “Ignorance”, 
Bigotry" and “HUteraey", 
which we are encouraged to 
reject with resounding 


lowering septic tank at the 
rear of the stage. The 
guitarists, dressed like IRA 
paramilitaries, are allowed out 
once to fire off chords on 
“Black Cat”, but this is 
basically performance art, 
aimed at the eyes rather than 
the ears. There are also well 
merited doubts as to whether 
Ms Jackson can really be 
getting her tonsils around 
some of the songs during fee 
more strenuous parts of her 
work out 

Apart from the penchant Em- 
black costumes and 
^Metropolis style set and fee 
lack lustre quality of some of 
the material, thin fa a 
thoroughly diverting spectacle. 
It hardly sustains its 
philosophical pretensions, (its 
some time since Fve seen the 
message “We are in a race 
between education and 
catastrophe” Hashed around 

the auditorium at a pop 
concert) bat for teasing 
sexuality, precision engineered 
dance rock, and arrimni W gfi 


The noise leva! is high bat 
the music, or rather the 
musicians, are kept well under 
control, huddled behind a 


shows by M. Jackson and 
Prince for six. 


International 
Association 
of Jazz Schools 

The International Association 
of Jazz Schools, founded in 
April 1989, has established its 
secretariat In fee Ha g’n Hot 
land. The aim of the organisa- 
tionjs to establish a network 
of jazz schools inside and out- 
ride Europe. 

t^ u P? r detaSls the 

lA^Jxfema ran stolbettfaan 

fcjf 95 
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A disservice 
to the Gatt 


FARM REFORM is not the 
only area where the Uruguay 
Round of multilateral trade 

negotiations Is In danger of 
going off the rails. Another 
item that is posing great prob- 
lems is the attempt to liberal- 
ise the $600bn-a-year interna- 
tional trade In services. 
Consequently, negotiators have 
been given just two weeks to 
resolve fundamental disagree- 
ments over how 10 bash: ser- 
vice sectors can be incorpo- 
rated in the proposed General 
Agreement on Trade in Ser- 
vices (Gats). 

This time it is the US that 
must tafc« the lion'6 share of 
the blame. After poshing vigor- 
ously for services to be 
included in the Uruguay 
Round, Washington has got 
cold feet. It is seeking special 
treatment for sectors that have 
strong political clout, such as 
telecommunications, aviation 
and shipping. The immpriiata 
result of this approach has 
been to open the door to simi- 
lar special pleading by others. 
The fenr mwfln Co mmuni ty, far 

example, now wants favoured 

treatment for h rarer! i-a wring and 
mland t rans port. 

Yet a worthwhile liberalisa- 
tion must cover all service 
industries. Some of the biggest 
distortions in visible trade 
have arisen where the basic 
rules of the General Agreement 
on Tariffs and Trade have not 
been applied, notably in farm- 
ing ana textiles. Similar special 
arrangements for the services 
sector would nullify much of 
what the Uruguay Round nego- 
tiators in Geneva are trying to 
achieve. The benefits of liberal- 
ising trade in services will 
remain elusive uwfoww all con- 
cerned, tnclmting the US, are 
prepared to share equally in 
the pain of adjustment 

A perfectly reasonable objec- 
tive for the Uruguay Round 
would be agreement on a basic 
framework of principles that 
are to be applied to the ser- 
vices sector, up by a 

standstill on protection and 
some real measure of initial 
liberalisation. This, indeed, is 
what the US says it wants, but 
it will remain out of reach if 
exemptions become the norm, 
because the Bush administra- 
tion lacks the Bplne to stand up 
to special interest groups at 
home. 


Only in isolated cases can a 
derogation from multilateral 
principles he acceptable. The 
Most-Favoured-Nation (MFN) 
rule, whereby trade conces- 
sions given to one country 
must be available to all. Is the 
cornerstone of liberalisation. 

Admittedly, it cannot be 
made to apply in the short run 
to aviation and shipping, 
because these sectors function 
under a network of bilateral 
arrangements under the Chi- 
cago Convention and the UN 
Liner Code. Derogations from 
the MFN rule that are applied 
to these sectors should, how- 
ever, be Hrmtad in time. They 
should not be extended at a 
whim to other sectors, such as 
tPlwwnmimiftatta riB- It should 
be made dear in any Gats that 
MFN principles are to be 
applied as soon as possible. 

The US attitude to service 
liberalisation makes the doctri- 
naire purity of its early stance 
ridiculous. Indeed, this devel- 
opment betrays a general flaw 
in the US approach. 

Lacking a natural role in 
government, the US Trade Rep- 
resentative's Office has played 
into the hands of lobbyists who 
define policy bum the vantage 
point of their own narrow 
interests. The result - also 
manifest in other areas, such 
as textile r ^f o nn, 
and countervailing duties - 
has been to make US trade pat 
icy reactive, incoherent and 
8df-cantradictory. 

Washington's behaviour in 
the services negotiations sug- 
gests that it Is already fixated 
by the problem of reconciling 
its various lobbies with one 
another so as to ease the pas- 
sage of the final result of the 
Uruguay Round through Con- 
gress. Too little has been done 
to persuade Americans of the 
overall benefits of trade liberal- 
isation. Too much attention 
has been paid to forestalling 
the potential opposition of 
those who would pay the price. 

This is not the stuff of which 
leadership is made. Even with- 
out the particular problem of 
farming R would be enough to 
put the Uruguay Round in 
jeopardy. The. world at large 
could be forgiven for its reluc- 
tance to play along with a 
game In which the US makes 
all of the demands and virtu- 
ally none of the concessions. 


Family policy 
in disarray 


THE Thatcher government has 
had a dear policy on child ben- 
efit since the 1987 election. It is 
that a universal payment to all 
mothers regardless of a fami- 
ly's means is wasteful. The 

< government has thus frozen 

j the benefit while modestly 

increasing the budget for fam- 

] ily credit, a means-tested bene- 

< fit for low-income families. The 
aim has been to restrain wel- 

< fare spending w hile c ontinuing 

i to help families in need. 

Mrs Margaret Thatcher now 
appears to be having second 
thoughts about this policy, 
which Is unpopular on Tory 
backbenches. Trailing in the 
polls and embarrassed by the 
defeat at Eastbourne, the gov- 
ernment is anxious to avoid 
policies which will weaken 
support in marginal constitu- 
encies. But the rethink also 
reflects a broader debate about 
family policy within the Party. 
Many Tories argue that it is 
hypocritical to claim to be the 
"party of the family" while 
freezing a benefit which Is the 
only general recognition 
within the tax and welfare sys- 
tem of the costs of rearing chil- 
dren. They say traditional fam- 
ilies deserve more, rather than 
less, financial support. 

The child benefit debate is 
divisive because it raises fun- 
damental questions about the 
role of the state. Advocates of 
targeting believe the govern- 
ment should intervene only to 
provide a safety net for the dis- 
advantaged. They see no rea- 
son why taxpayers, many of 
whom are childless, should be 
obliged to support the children 
of middle- and upper-income 
families. The logic of this view 
is that child-rearing is an indi- 
vidual choice: adults should 
have children only if they are 
willing to meet the costs. On 
an over-crowded planet, subsi- 
dies for children are seen by 
same as perverse. 

Different premises 

Opponents of the freeze start 
from quite different premises. 
The government has a respon- 
sibility to promote the overall 
health erf society. Its commit- 
ment to universal free educa- 
tion for 5- to 16-year olds 
proves *hat it has a general 
interest in children’s welfare. 
On this view, the perplexing 
question is why the state does 
not do for more to help fami- 
lies with young children. 
Britain has one of the worst 
records in Europe for the pro- 
vision of kindergarten educa- 


tion and child care facilities; 
yet research suggests that indi- 
viduals' life chances are 
strongly influenced by the 
quality of due in their early 
years. 

Advocates of this broad rule 
for government regard the reg- 
ular nit rating of child benefit 
as a minimal requirement: a 
base from which to construct 
more ambitious policies. As a 
replacement for child tax 
allowances, child benefit is 
seen as a reflection of the 
lower taxable capacity of famt 
lles with children. 

Greater efficiency 

But it is more efficient than 
a tax allowance because It is 
provides regular cash in the 
hands of mothers, is of equal 
value to all taxpayers, and pro- 
vides a bedrock income for 
families who otherwise rely on 
income-related benefits. It 
scores over means-tested bene- 
fits because it does not impose 
work disincentives and has a 
near 100 per cent take-up rata 
compared with only about 55 
per cent for family credit. The 
main disadvantage is that it Is 
costly: £*L5bn secures a weekly 
benefit of only £7.25 per child. 

In the short run. it would be 
Inconsistent for the govern- 
ment to cave In to pressure 
and either uprate child benefit 
or indulge in gimmicks such as 
a specially high rate for the 
under-fives (who cost less to 
support than older children). 
These would be panic mea- 
sures in the face of electoral 
unpopularity. The targeting 
strategy implies a continued 
freeze coupled with more gen- 
erous funding of family credit 
for low-income families. 

In the longer-term, the gov- 
ernment mnst decide the 
extent to which It is willing to 
intervene in support of families 

nnrt rhtlrh-pri £f its aim is a 

safety net, it should persevere 
with tiie targeting strategy. 
Even then It would be more 
efficient to withdraw child ben- 
efit at a high rate through the 
tax system than to rely on 
old-fashioned means-tested 
benefits such as family credit. 

If ministers accept the case 
for a broader role for the state, 
the future of child benefit must 
be considered in tandem with 
other policies affecting fami- 
lies, such as subsidies for child 
care and schooling for the 
under fives. One thmg is sure: 
the government cannot muddle 
on for much longer without a 
coherent policy on the family. 
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Farm politics is grimly back at the top of the EC agenda, reports Tim Dickson 

Realities overtake the rhetoric 


F 


or almost four years now 
impassioned pleas to slash 
trade distorting farm subsi- 
dies have echoed around the 

world. 

The US at one point called for the 
abolition erf all supports by the end of 
the decade; the European Community 
has repeatedly affirmed that “substan- 
tial” and “progressive" cuts should be 
made; while developing countries 
which stand to gain most from 
improved access to rich markets 
applauded vigorously, If a shade scep- 
tically. 

This month the realities have 
finally overtaken the rhetoric. 

Faced with the European Commis- 
sion’s relatively modest proposal to 
reduce form subsidies by 30 per cent 
over the 10-year period 1968-96 - mod- 
est, say critics, because 10-15 per cent 
of the target has. already been 
achieved and because countries such 
as the US Australia are demand- 
ing much more - EC form ministers 
have ducked and weaved. Finally, 
they seem to have set their faces 
firmly against endorsing such a 
far-reaching move. 

Three meetings in two weds have 
ended in deadlock, not to mention 
separate bat equally ill-fated attempts 
by EC foreign «Tid trade ministers to 
do the deed. Unless a so-called 
■jumbo” meeting of form and trade 
ministers combined undergoes a Pau- 
line change of conviction in Luxem- 
bourg on Friday the issue looks cer- 
tain to end up over the weekend an 
the plates of EC beads of government 
at their special summit in Rome. 

After more than two years of obscu- 
rity outside Brussels the politics of 
Community agriculture is grimly 
back at the top of the EC agenda. 

What this means for the fixture of 
the international trading system, 
given Washington’s determination to 
tie the form issue to a successful out- 
emne of the Uruguay Round trade 
talks as a whole, has already been 
darkly predicted. What a continuing 
impasse means lor enthusiasts of 
deeper European integration is also 
seriously, if reluctantly, con- 


post-war affiance of French agricul- 
tural expansion with the German 
desire for security". 

The initial problem for France was 
‘actually that of success. With their 
geographic and mi matin advantages 
Fr ench fanners were starting in the 
1950s to turn out more cereals and 
dairy products than could be absorbed 
either domestically or through 
exports. It was also clear that these 
same producers were up against for- 
midable competition from the US, a 
country determined to put its huge 
capacity in food o ut p u t to good use m 
world markets. The French, in a nut- 
shell, could only be effective players 
in this game with expert subsidies 
they themselves could not afford. 

The Germans, meanwhile, were pre- 
pared to enter an alliance in which 
they would be the principal paymas- 
ters partly as a quid pro quo for their 
own industrial ambitions. But Bonn 
also had its own and very different 
agricultural self-interest. 

Faced twice in 40 years with the 
spectre of mass starvation, building 
up the countryside and developing 
rural Infrastructures became as m uch 
a target of German policy in the post- 
war years as increasing food produc- 
tion. Burdened with relatively weak 
form structures made worse by the 
loss of its traditionally rich farm 
areas to the communist east, - Ger- 
man agriculture has crane to fawn an 
important social and political func- 
tion with ♦ho Mwurghig Cap as its 
principal weapon of protection. 

Seen from European governments' 
point of view, the main components of 
the original Cap BHmwd a sensible 
and inexpensive way of b uilding up 
food security. These involved public 
"intervention” buying, a variable levy 


system to keep out cheap imports 
and, later, export subsidies to bridge 
the gap betwe en the world market 
price and the higher European price. 
At the outset the potentially harmful 
effect upon the consumer of a syst em 
which operates by raising the price of 
food to protect the less efficient 
domestic producer from the more effi- 
cient overseas producer did not enter 
into the argument. Provided that 
price supports were reasonable the 
exchequer costs could surely be kept 
• miitor contr ol . 

Commentators now argue that the 
damage was done in the late 1960s 
and early 1970s when today’s common 
pricing policy was introduced. In prin- 
ciple it was agreed by the six mem- 
bers states that prices would come 
down to the level of the most 
European producers - ie: the French, 
whose prices in the mid-1960s were 
20-25 per cent tower than those in 
Germany and the Benelux - but in 
practice this never happened. 

Intense German lobbying pnv n r *^ 
not only that prices came up to the 
high level they themselves were 
enjoying but that efficient French 
formers were given an incentive to 
produce. The stage was therefore set 
for the surplus-producing, budget- 
bursting form production of the late 
1970s and 1960s and successive finan- 
cial crises at EC summits. 

Bonn's consistently fierce opposi- 
tion to agricultural price cuts signifi- 
cantly reflects a markedly different 
conception of the Cap and its possible 
development than that held by most 
of its Community partners. 

Mr Ignaz Kiechle, the German agri- 
culture minister, says that the way to 
solve the problem of surpluses is to 
limit file output of individual produc- 


ers either through quotas (currently 
ap plied to milk) or through a more 
effective "set aside” policy for t akin g 
cereal land oat of production. In these 
ways, he believes, the status quo of 
high support prices could he main- 
tained while surpluses and the high 
budget costs and international oppro- 
brium caused by dumping them on 
world markets can be avoided. 

Mr Kiechle’s vision might he more 
alluring if it found favour in other 
national capitals. The fact is, how- 
ever, that it is not just the free trad- 
ing camp in the Council of Ministers 

- openly led by Britain - which 
rejects this approach. Controlling pro- 
duction as a means of keeping up 
prices runs counter to the whole 
trend of French form policy develop- 
ment over the past 20 years. 

French support for the German 
stand thus appears to many to be no 
more than skin deep, motivated as 
much by the need to keep Mr Helmut 
Kohl on tiie fast trad to Economic 
and Monetary Union (Emu) as by 
wholehearted det ennin s t lo n to frus- 
trate fawii ypfiw ri ftwH 

reassure its own farm lobby. When 
the crunch finally comes the rela- 
tively efficient French cereals indus- 
try is as well placed as any in Europe 
to failw pricQ cuts OH ffWn 

ff nwitor ly i u p structural wwtl p oliti- 
cal realities Bonn's high-pro- 

file stance in the Uruguay Round, 
those seeking a switch in European 

policy caw also hbnw poor timing 

Many agricultural markafa, notably 
in the livestock sector, are currently 
in disarray. The reasons are various 

— failing meat consumption through 
dietary change and health scares inw 
BSE, tiie loss of export markets in the 
Middle East, temporary distortions 


Time working against German lobby 

c 


But many people, even some of. 
those supposedly dose to the Brussels 
corridors of power, are still baffled as 
pto why the EC’s attachment to agri- 
culture remains so strong and why 
Germany, Europe’s most successful 
industrial nation, should so conspicu- 
ously be leading the attacks on Com- 
mon Agricultural Policy (Cap) reform. 

It is a persistent Anglo-Saxon myth 
that the Cap came into being as a 
dastardly, if skilful, device for protect- 
ing inefficient French peasant form- 
ers. There certainly were - and still 
are - French peasant farmers 
aplenty, but as the respected special- 
ist magazine Agra Europe put it 
recently EC a griculture policy at the 
outset was “the product of an uneasy 


hancaflor Helmut Kohl is vir- 
tually assured of victory in 
the December national elec- 
tion but he is Still taking no ehan«w 
with the legendary power of tiie Gov 
wan farming lobby. Agriculture and 
forestry accounts for only 1.7 per 
cent of west German Gross Domestic 
Product and employs only 3.5 per 
cent of the working population. But 
in a four party, coalition-based, polttr 
leal system, movements of two or 
three percentage paints can change 
the face of politics, writes David 
Goodhart 

Farmers are by t radition s taunch 
Christian Democrats (CDU) and 
merely have to abstain in significant 
numbers for whole states to fall to 
the Social Democrats. 

The German Farmers’ Association 
organises the owners of the 650,000 
mainl y wirmii farms like a disciplined 
political party. Mr Constantin Heere- 


man, the president, is a CDU deputy 
in Bonn mid Qm association Is over- 
represented in the Bundestag. 

But the voting arithmetic «mi tight 
n r g nn i«iMnn are arguably less Impor- 
tant than preserving the conserva- 
tive, romantic view of the yeoman . 
former for the urban population. 
Chancellor Rnli( hhmulf as the far^ 
mer leader of a mainly rural state, 
Rhineland-Palatinate, knows the 
emotional and electoral importance 
of the former. 

As recently as 1950 about 25 per 
emit of the workforce was on the 
laud, which that a large nmn- 
her of Germans have direct or indi- 
rect experience at fanning. 

The aim of the 1955 Agrirattore 
Law which states that those who 
work the land should not be disad- 
vantaged in relation to industrial 
workers is thus taken seriously. 

About half of all formers, espe- 


cially those In tiie south at west Ger- 
many, are now part-timers; many 
even bare full-time Jobs in factories. 
Official statistics show that the aver- 
age form income is DN4(U>00 a year 
(one-third la subsidy), about 20 par 
cent, below tiie industrial average. 

Thera is also widaspmdjdiBtaste 
for Intensive-forming. A Bavarian 
government brochure opposes “a 
purely capitalisti c agriculture” since 
it loads to an “ecologically unstable, 
monotonous and disagreeable coun- 
tryside”, a point with which the 
Greens agree. 

Time is working against the form- 
ing lobby for tin integration of the 
ranch larger east German farms seem 
certain to loosen the political hold of 
west Germany's smalHuddera. 

But in the short-term the govern- 
ment seems to feel that east Ger- 
many's integration problems it 
imperative to maintain EC subsidies. 


due to imports from what was East ~ 
Germany, and continuing high levels 
of production notwithstanding the 
last attempts at reform in 1988. 

As seen from the fanners’ side of 
the gate, the current EC proposal fa 
pnfag insult onto injury follow ing the 
automatic price rads triggered in the 
last couple of years by the cereals 
"stabiliser” ana the foiling market 
prices of aheepmsat and beef, "We 
estimate incomes will' be down by 
about 17 per cent in 1990” says the 
Irish Farmers Union. German officiate 
say their farmers face the same 
depressing prospect. 

similar pressures, meanwhile, are 
starting to renew- anxiety about- the 
impact on the EC budget, almost 60 
per cent of which (about Eeu26bn this 
year) goes on agricultural support - 
although EG farm spending both this 
year and next Is, however, likely to 
remain inside the "guideline" laid 
down in 1988. 

If the current plight of formers and 
the absence of immediate budget diffi- 
culties tend to limit the EC's reform- - 
mg zeal, so does the apparent lack of 
a ofear and workable alternative to 
price support for helping EC farmers. 

Economists argue that the only 
long-term solution is to make direct 
payments to producers which do not'” 
act as an incentive for the inefficient ‘ 
to increase their output and which do 
not therefore lead to tiie use of trade- 
dtotorting export subsidies. According 
to this theory, fanners should be paid 
fra: their role as guardians of the 
country slde. 

Farmers are suspicious of this 
approach for at least two reasons. One 
is that they (or the larger of them) 
Instinctively shy away from the image 
of “park keepers" or social security 
recipients. 

The other is that reshaping the Cap 
from a system based on price support 
to one which makes payments direct 
to the producer is a deceptively sym- 
metrical idea. Everyone in Brussels - 
and indeed Bram - knows that a sub- 
stantial part of tiie return to produc- 
ers comes through higher consumer 
prices as things stand. Reducing inter- 
nal supports means a bigger propor- 
tional rat in form incomes than it 
does in savings to the EC budget. 

None of this is to say that the 
threat to the Cap in its present form 
is not reaL It comes from several 
directions - tin 1992 single market, 
the likely extension of tariff and other 
concessions to the European Free 
Trade Associa t ion and the former 
Comecon bloc for political, reasons (a 
trend which Is bound to erode the 
idea of Community preference), and 
progress towards Economic and Mon- 
etary Union, to name but a few. 

The conclusion which can be drawn 
from this month is that change is a 
long-term procesk. The Uruguay 
Round therefore may do no more ft™ 
nudge the process of reform forward. 


Tonseth sails 
into London 

■ Just two years after moving 
from Norsk Hydro to become 
a senior exec utiv e of Norway’s 
Kvaemer, Erik Tonseth, aged 
44, is in London to put another 
piece of his aggressive expan- 
sion policy into place. He 
became president of the group 
last January. 

Today Tonseth and his 
finance director, Jan Magne 
Heggelund, aged 41, will sub- 
mit a formal application from 
the Kvaerner en g ineerin g and 
shipbuilding group for a foil 
listing on thp London stock 
exchange. He will also be tell- 
ing the institutions during his 
visit ftat t>n» group, which bail 
a turnover of £800m last year, 
is on course for £lbn this year. 

Kvaerner, which has been 
building ships 1814, 
recently has been transformed 
by young, tough Timwagpniant. 
Last summer Diderik Schni- 
tler, at 43, thought it worth- 
while to quit bis job in the 
Norwegian government, where 
he was deputy industry minis- 
ter, to become executive 
vice-president in charge of 
Kvaemer’s shipbuilding side. 
Another outsider, Olav Fumes, 
aged 47, joined the group this 
year from Det Norske Veritas 
to run the engineering arm. 

The recruitment of outsiders 
to senior jobs marks a major 
policy change for a group 
which has traditionally traded 
to promote from within. 

Within the last six years the 
trap has also become the 
rgest Norwegian employer 
in Britain by buying 18 buai- 
sses which now employ 
more than 3,000. They tnHnifa 
the old Fairfield shipyard on 
the Clyde, now renamed Kva- 
erner Govan, which has an 
order book worth £150m - the 
highest in the yard’s history. 

Kvaemer has clearly found 
the price for buying its way 
into British shipbuilding and 
engineering a reaso nably 
attractive one. WfQ Tonseth 
take the process a step further 
by making an offer for the Bir- 
kenhead yard of Cammefl 


Observer 


Laird, now on the market? 
Sources dose to him are 
inclined to believe he won’t 

The London listing is 
intended by Tonseth primarily 
as a means to broaden the 
group’s shareholder base. It 
win be followed by an applica- 
tion for a listing on the Stock- 
holm stock exchange. 

The readier access to Lon- 
don’s capital markets that the 
London listing will bring prob- 
ably will not came amiss either 
to the Oslo-based group. 


Water ways 

■ Take the tittle local diffi- 
culty of a burst water main 
in south Paris. The pipe Is 
identified on a computer map. 
Things start happening. An 
automatic ftiw u sent to 
fire brigade to advise them 
of any fire hydra nts out of of 
action. Sensitive water custom- 
ers, such as schools, ana noti- 
fied. Meanwhile, the location 
of the burst is pln-painted by 
the computer within inches. 

Life is di ffere n t in London. 
My Westminster street is dug 
up by the gas, electricity, 
water, te lephone, rawi 
television utilities so often it 
ewiM be a w ga b tHw garden. 

The workmen say they spend 

thrir lives lonlririg for fanlta 
on a hit-and-miss basis among 
the underground spaghetti. 

The £8bn turnover Lyom- 
nalse Des Eaux Dumez water 
group, which moved into the 
British market hy buying 
Essex Water and East Angfia 
Water Company, together with 
two north-eastern water com- 
panies Sunderland and South 
Shields, and Newcastle and 
Gateshead, has just formed 
a new company called Eurecart 
to sell “geographic information 
systems" to the British utilities 
and local authorities. 

They are computer data . 
bases and programmes which 
enable an underground fault 
to he found as simply as that 
Paris water burst While Eure- 



“Tve frozen my poll tax 
p ay ments". 

cart has yet to win its first cus- 
tomer (a typical system will 
cost between £200,000 and £lm) 
Essex Water has installed rate 
to show what it can da 
David Knight, who is busi- 
ness manager for Lyramaise 
water developments in Britain, 
says he sees the biggest market 
for geographic information 

systems as the local authori- 
ties. “They urgently need geo- 
graphic information to plot 
their underground services, 
also to keep track of their 
assets on the surface tnrinding 

street lights, parking meters, 

and other street furniture". 


Desert lions 

■ France is being regarded 
with sourness by its western 
allies in the Gulf following 
President Mitterrand's divisive 
suggestion that the world 
should insist on western-style 
democracy in a l iberated 
Kuwait, instead cf simply rein- 
stating fta? Emir. 

But the French Embassy 
to Bahrain has at least pro- 
vided some amusement hy pro- 
viding its diplomats with wat 


kie-talMes anil code wamM 
incase of emergency. 

The cultured Galnc envoys 
are now referring to each, other 
by such names as "Colossus 
of Rhodes” "Lion of 
Nemea". 


Althusser 

■ The collapse of tiie commu- 
nist regimes of eastern Europe 
might seem to leave little 
intact of the life’s work of 
Louis Althusser, the veteran 
French Marxist philosopher, 
who died this week of a heart 
attack, at the age of 72. 

But Althusser's life had 
already been shattered ten 
years before the Berlin Wall 
crumbled, when, to a fit of 
be strangled his 


His attach- cf insanity, and 
the tragic consequence, has 
tended to overshadow the 
memory of the philosopher 
who for years dominated the 
ideologies! deba t es of the 
French Communist party, and 
who inspired a generation of 
left-wing thinkers and teach- 
ers. 

From Me pr ofessorial chair 
at the Ecoie Normale Super- 
ieure in Paris, Althusser led 
a far-reaching revision of the 
works of Karl Marx, notably 
in “For Marx” and in “Reading 

DasKapitaL” 

to 1976, however, he left the 
co mmunis t party after a h itter 
attack on what he saw as its 
drift to the right. He objected, 
par ticular ly, to tite abandon- 
ment of the principle of the 
dictatorship of the proletariat 

The complaint seems ironic 
today. The French communist 
party now remains aTmoa t 

alone in the world in not see- 
ing the need to turn over a 
new leaf. 


Swallow that 

■ Shnrfc iunnism mafciBs rarar 

greater strides. 

Where other restaurants 
have a soup cf the day, the 
Grosvenor House hotel coffee 
shop to London now has a 

“snw p <yf th ft momant" 
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T beatr of calm and-civOr 
ity which, the , London 
banking j conmnnity 
hkesto preserve has been mf-/ 
flea in racfflJt weeks by ait 
WIiuhbhI . gqgtMUe within" its 
ranks. . • 

ibe Mail point gmww Hm a 
French hanker accused the 
Bank .of- England of “acting 
hki: the Prog” by faying to teg 
foreign bantehow they A^iH 
conduct their business <- a 
charge wfrkfa' the Bank vigor- 
ously, T^jected, This public 
set-to and other imposts rum- 
blings made bankers tnt-tnt 
with enfoanassment Many cf 
them qow claim that- the ptrfnt . 
at issue hag lw»n va stl y exag- 
ge rated — tse even if it h«s not, 
that the press is not the place 
to debate it : 

“The last thing we fc 

Sop the hanTrfry mntmiT p ft y (Q. 

wash its dirty Tfntm fh jp nhlin" 
said one banker last week, 

- What has raised fixings to 
this pfctcfa la on initiative by 
the Bank of England to get 
agreement oh how banks 
should handle companies when 
they get Into difficulty. This is 
a laudable enough objective 
which few bankers contest. ’ 
The proMem arises over how ft 
should be achieved it 

touches on . M g M y - aarat ttre 


Ruffled feathers 
in the City 

David LasceHes on a set of bankers 9 guidelines 
for dealing with troubled businesses 




Bank of Engfaty^ an r riatinn. 

ships Between hanlrw smA tbeir 

customers, and on whether for- - 
efgn hanks “do their bit*' when 
the going gets tough. 

The Bank launched Its initia- 
tive last May. ftcouM see a 
recession looming, but it also 
knew that there had been big 
changes since the last dark 
period in the early 1980s. 
Intense competition, had weak- 
ened traditional relationships 
between -bankers and their cus- 
tomers, and the greater com- 
plexity of the fimmrffll mgrkwfag 

meant that companies had 
many more bankers, and 
accepted credit in- new forms, 
some af tban not even on the 
balance shed: In this tougher 
world, the fear was that bank- 
ers would be quicker to cut 

The Bank says It- wanted to 
revive the (Sty culture of days 
gone by when banks stood by 
their events ; if they got into 
difficulty. & needed to estab- 
lish “rubs cf the game” not 
just for foreign bankers who 
might be unfamiliar with EE 
practice, but also for EE bank- 
ers who had never lived 
through a recession. The 
phrase "the London approach” 
was coined to give it a fading 
of community and tradition. 

But another of the changes 
that has happened in the last 
II) years is. thqt the-, role of the 
Bank of England, itself has 
been transformed from the 
City’s, mother ban to a more 
distanced official supervi sor. ■ 
This leaves it less well placed 



to influence the way bankas 
behave. Bankers get very 

the to^torfera. 

Sensitive to these fading*, 
the Bank tried to get the initia- 
tive going from the back seat 
After four ™othg of consutta- 
turns it produced a draft docu- 
ment which it stress ed was not 
its own but a synthesis culled 
from its discussions. The draft 
was rfrwiiatofl, not under the 

Bank's ‘namn J but Tmflw that-, of 
the City's various banking 
associations. 

Its main point is that it is in 
everyone's interest - the 
bankers’ the company's — 
to prev e nt a company going 
-into xecdtvezsbfpL' More can be 
achieved if creditors are organ- 
ised fatn a group with a deer 
leader than If everyone tries to 
grab what he can. There 
flhmw be an immediate stand- 
still while the position is 
aawMBwf! anil Information is 
sent to all creditors. If more 

money k nMtjrf grinthw rand- 

itors should aavance it pro 
rata. None of those tilin g s are 


{•CAGl/Sa 


specially Mnfw w w ri gl 
Mr Sidney Shore, general 
manager of corp orate banking 
at Uayds Bank, says; "There is 
nothing new in this. The Bank 

Is rinsnng ft down anrt saying 

to the new players: “this Ishow 
we have historically done it; 
this is how we can save compa- 


For the majority of bankers, 
foe main regret is that a for- 

A number of foreign 
bankers had the 
feeling they were 
being lectured to 

malisation of the London 
approach should have been 

necesaar y at aTl, fhnng h ite vfr- 

tues were highlighted when 
Bcdly Peck International ran 
into trouble last month. PP1 
had 60 bankers and no clear 
leader among them. The meet- 
ings were, according to one 
banker there, chaotic at times. 
But the guidelines did not go 


down so well with foreign 
bankers, some of whom felt 
they were being lectured to 
and forced to do the bidding of 
the big EE clearing banks. 
Some of them also felt that 
their own traditions of hrfpfag 
companies were more devel- 
oped tfww pmhnrtrptl to 

the London Approach. 

The foreign hanirfwg commu- 
nity was particularly sensitiv e 
because of .accusations that 
have circulated recently about 
their lack of loyalty in times of 
stress. The problems that Euro- 
tunnel had obtaining refinanc- 
ing from its Japanese bankers 
this sum mer, a™* the fact that 
four foreign banks almost 
tipped Laura Ashley into 
reemvership had exposed some 
nerves. 

The Bank Of En gland baa 
strenuously denied that its ini- 
tiative is aimed a gatwit foreign 
banks. Mr Ben Brittain, the 
chairman of the Foreign Banks 
and Securities Houses Associa- 
tion in London, says be bas 
tried to reassure bis members. 
“People who think that them 


A working model of Blighting the lives of the able 

- m ' ■ m' ‘ From Mr DJ*. Roberts. many. Early specialise 

ni1i 4 1 f t-amtl n fintl Sir, Mr Robin Reeve’s article 14-plus has thankful! 

d-UUlt rCtUid-llUll (“Why reform holds no lessons eliminated by the natio 

**** f ‘ fro* fho obla* fVfoKm* 1*7\ {a <a rtmiTiim rnifb Tfo WMitt 


From Mr Howard Davies. 

Sir, In your editorial com- 
ment (“Auditing the auditor ,* 
October IS), you describe foe 
“invidious position'in which 
private. Bettor auditors find 
themselves and argue that the 
inspection arrangements envis- 
aged under the Financial Ser- 
vices Act are Bkdy to be inef- 
fective. 

I cannot comment directly 
on fhe private sector position, 
but the Audit C ommission 

rtSS-r ft an rasa wfii/Ty 

of audit regulation which may 
have some relevance: 

Lo ca l and health authorities 
do not appoint their own audi- 
tors; the Audit Commission, 
does so. 

I I may appoint foe District 
Audit Service (former civil ser- 
vants) or a prirate firm. Those 
auditors are paid by ' the 
authority, on a scale set by the 
commission, and operate 
within an audit code of- -prac- 
tice agreed by the commission, 
its auditors, the authorities 
themselves and parliament. 
They see their prime duty as 
bemg to act in foe Interests of 
community charge-payers and 
local electors. 

The Audit Commission, takes 
responsibility for monitoring 
the quality of the audit work 
done. We colled; data cm time 


firms and the District Audit 
Service review each other’s 
work in a st r uct u red, way. The 
commission itself receives 
reports of this work, and audit 
. appointments are.xevtewed in 
the light of the canduriaus.' 

- The regime is not confronta- 
tional in practice. The private 
firms Inv o lv ed work together 
while retaining fierce pride in 
their own quality of work. And 
it is rarely necessary to impose 
auditors an unwilling cherts. 

We stfil promote a culture of 
client service. Auditors are 
told to make themselves useful 
to their authorities by helping 
them perform better. 

But auditors know that they 
must meet the commission’s 
gt a m ftm iB and tb«* the WUCk 
they do is ultimately judged by 
wwMmp other t ha n foe client's 
management. If they most 
report adversely an a council, 
they can do so, secure in the 
knowledge that It will have no 
effect on the overall amount of 
work .they da 

' Where working relationships 
break down - as can happen 
— we pragmatically shift audi- 
tors Euound, compensating the 


to monitor simple input pro- 
ductivity. 

Since 40 per cent of amfitxns’ 
work is aimed at pro moting 
value for money, we monitor 
recommendations made and 
implemented. We can, for 
ggampfe. rat e an dtttag on rf S 
dency improvements M ent ifie d-- 
per £m or public money spent 

This Sta tiStiCjjfl lrernttay hig Is 
bolstered by quality control 
reviews of selected andtts each 
year. Staff from tbs private- 


We are stffi , after seven 
years, struggling to find pre- 
cisely the ; right balance 
between central regulation and 
responsiveness to local efrcum- 

stances. We are not sure that 
our fee-setting arrangements 
are perfect. 

But we have developed a 


tion which preserves competi- 
tion, wfign* service and confi- 
dentiafity, while adding a layer 
of regulation and control in the 
interests of the puhtic. 

Howard Davies 
controller. 

The Audit Comm is s i on, 

1 Vincent Square, SW1 


from Mr DJ*. Roberts. 

Sir, Mr Robin Reeve’s article 
("Why reform holds no lessons 
for the aide,* October 17) is a 
predictable, reactionary 
response by one whose self-es- 
teem has tm hnr\ pd on the 
conspiracy between sixth 
forms imd anheuB y entrance 

t utor s. 

Is it really suggested that 
there is no alternative exami- 
nation regime which would 
maintain the respect in which 
schools like bis King's College 
School (Wimbledon) are held? 
Is there no other method by 
which university entrance 
tutors could adequately mea- 
sure the future performance of 
“the able*? 

It is not ffitfam which con- 
cerns me but the arrogance of 
those who ding to the conven- 
tion that the only way to run 
access to higher education is 
by premature specialisation. 

Has ft ever occurred to Mr 
Reeve that far from sticking up 
fin; the most «Wp, be is actu- 
ally hU ghtmg their lives? Their 
continental contemporaries 
experience a broader based. 
Intellectually demanding 
course which they leave far 
better equipped to face the 
modem European economy. 
DP. Robots, 

2 Cockpit Lane, 

Sandftoay, 

Norihwkh, Cheshire 

From Mr CJt Dkuon. 

Sir, As a former pupil of Mr 
Reeve's school it was with sad- 
ness that I became aware of his 
ertrgmgjy conservative view of 
post-16 education. It bas been 
dwar to many of us for years 
tfwrf gw gh'ah and Welsh educa- 
tion has failed to meet the 
needs of a large proportion of 
pupate and soc iety. 

school coarse offeref 1 ^ 11 ^ 
less ahte was clearly unsuit- 
able and usually resulted in 
se vere under-achievement for 


many. Early spe cialisat i on at 
14-plus has thankfully been 
eliminated by the national cur- 
rienhun with its requirement 
that a broad range of subjects 
be studied. But the needs of 
the less able are still not ade- 
quately covered. Specialisation 
at 16 -plus remains and surely 
those interested in providing 
for the more aW fl foould be 
seeking to broaden foe save of 
studies and not be nUng fa g to 
an old system long abandoned 
by other countries. 

It is absurd that, at 16, the 
more talented of our children, 
who will be the leaders of 
tomorrow's society, should be 
allowed to drop tbeir studies of 
the arts or sciences as happens 
today. Post-16 school education 
must in future be based upon 
the compulsory study for two 
or three years of the arts/ 
mathematics, scien c es and a 
foreign language in order to 
produce the quality of 
school-leaver that continental 
countries ac h ieve. K is no good 
saying this will result in less 
depth of study in individual 
subjects since that is the prob- 
lem that needs to be cured. 

A consequence of this 
change is that, ttm Bn gi Mi and 
Welsh three-year undergradu- 
ate courses will have to be 
extended to four years. This is 
the price that wffl have to be 
paid to produce the calibre of 
paeon required by tomorrow’s 
world. 

Mr Reeve would be an much 
surer ground and would win 
more support from, the commu- 
nity at large if he were to press 
for such c han ges. By dinging 
to past values, he runs the risk 
of his valid arguments about 
seme of the School Rramma. 
tions and Assessment Conn- 
ell's philosophies going 


GJL Diaam, 
RaekHeborrij 
High Cogges, 
Witney, Oxford s h i re 


A realistic approach to London’s traffic problems 


From Mr Edmund King. 

Sir, Mr James DUman’s 
assertion (Letters, October 19) 
that Americans are willi ng to 
Tjatromse trains for large num- 
bers of journeys like the Los 
Angeles-San Diego trip really 
seeds to be questioned. 

Apparently an Amtrak train 
carrying 500 passengers 
removes 40Q cats from 
roads. In theory this may be 
so, but in practice not many 

drives' are taking to the rails. . 


My four years' experience cf 
transport ta California paints a 
differ ent picture. 

Amer icans are looking more 
to transport demand manage- 
ment measures as outlined in 
Mr Nigel Seymert letter of the 
name date, The promotion of 
ride-sharing and high occu- 
pancy vehicle (HOV) l anes on 
freeways isgrowing. However, 
ft is not so easy to import these 
measures to London. 

In Dos Angties large radial 


freeways link dormitory towns 
with the central business dis- 
trict It is relatively easy to 
foil! fellow commuters who use 
foe same mute and fhe size of 
the freeways allows for a lane 
to be dedicated to HOVs. 

In. London the travetto-work 
pattern is a great deal more 
complex and the roads are too 
narrow for HOV lanes really to 

teltp ftffl 

It is more realistic for indi- 
vidnfll companies to encourage 


car sharing among their 
employees. The Automobile 
Association is at present sur- 
veying its 3,000 staff at Bas- 
ingstoke to ascertain whether 
they would be willing to oper- 
ate car shares. 

Such moves should be pro- 
moted and encouraged. 

TMnnmd King, 

secretary, 


guidelines are instructions 
from the Bank of Bu gfond fell 
to understand how foe City of 
London works,” he says. The 
issues are complex, fait he is 
willing to work with the Bank 
to make the guidelines accept- 
able. 

Mr George EEs, who heads 
the American Banking and 
Securities Association of Lon- 
don, the trade group of US 
banks, says; “Any responsible 
banker would accept them." 

But this has not stopped 
some foreig n bankers, particu- 
larly foe French awd the Kal- 
ians, from seeing foe London 
Approach as a Bank of 
England inspired move to rein- 
force foe dominant position of 
the QE clearing banks. 
Although there is no specific 
reference in the draft to the 
dearers, the fact that ft says 
that “a lead bank should have 
sufficient Staff pr pwtenrp 
for this task” is a <*ipa r 
indication, they think, that 
only a clearin g bank r?n play 
that role, in reality, foreign 
banks are often the biggest 
lenders to UK corporations. 

ff only the UK set up a sys- 
tem along French lfopg, they 
say, where the central bank 
keep s a central register cf all 
corporate borrowings, banks 
could keep a much closer eye 
on th eir clients’ finances and 
prevent trouble earlier on. But 
the Bank of England says 
idea has been considered many 
times and would be unworka- 
ble in the very different British 
context 

Some continental bankers 
now want to reinforce their 
objections by pressing ahead 
with another plan — to create 
a new association of European 
Community banks in London. 
Their argument is that when 
the single market is estab- 
lished at the end of 1992, all EC 
banks will come under the 
same regulatory regime, and 
should therefore organise 
themselves as a single lobby. 

On the face of it this is a 
logical proposal, but it has 
stirred further controversy 
because some bankers see ft as 

an attempt to lwufarmtnw tho , 

position of the powerful Com- 
mittee of London and Scottish 
Clearing Bankers, the domi- : 
nant UK Waning lobby, and 1 
isolate the Bank of England. 

What the whole affair has 
exposed is the wide diversity of 
Interest among London’s bank- 
ing community which, with 400 
foreign banks, is the most var- 
ied in the world. Where fhe 
Bank appears to have erred is 
in thinking that it could 
impose a common UK-inspired 
cutture on them aU. By stirring 
up deeper Issues, it bas 
obscured its ori ginal purpose. 
Some bankers have suggested 
it would do best quietly to drop 
the whole idea, but foe Bank 
says it intends to press on. 


EC-Soviet partnershii 


An energy model for 
the future Europe 

Peter Ludlow and Heather Ross 


T he European Commis- 
sion has been agfead to 
advise the European 
Council, which meets at the 
end of this week, on how the 
European Community might 
most effectively assist the 
Soviet Union in its transitios 
to a democratic market econ- 
omy. ft is a formidable task. It 
is al so, ho wever, an important 
opportunity. 

To meet this challenge, the 
EC will need to develop a strat- 
egy that combines openness 
towards ideas about a compre- 
hensive political architecture 
anchored in the Conference cm 
Security and Co-operation In 
Europe process, with concrete 
initiatives that offer prospects 
of speedy and tangible eco- 
nomic returns. The energy sec- 
tor offers the most promising 
chance for a bold EC move. 

There are substantial bene- 
fits to be reaped by both east 
and west To the Soviet Union, 
partnership with the European 
Community offers a chance to: 
• forge links to western mar- 
kets, producing domestic 
growtit, bard currency and a 
catalyst of domestic transition 
to a market economy; 

• create an investment 
umbrella for western resources 
- financial, technical and 
managerial; 

• provide a workable channel 
for the delivery of western 
assistance, which «m serve as 
a Hants and reference point for 
long-term political and eco- 
nomic goals. 

To the European Commu- 
nity, and more generally to its 
western partners, such an ini- 
tiative would: 

• diversify sources of energy 
supply and improve the effi- 
ciency and environmental 
quality of production in the 
Soviet Union; 

• focus the assistance which 
the EC wishes in principle to 
offer the Soviet union on a key 
sector where improvements 
can start Immediately: 

• help the Soviet Union in its 
transition towards a market 
econ om y , 

m offer tewgfate proof to the 
people of the Soviet Union and 
more generally of eastern 
Europe, that the EC, despite its 
current concern with Eco- 
nomic and Monetary Union 
and political onion, is ready to 
play an and con* 


structive rote in the building of 
a new pan-European order. 

While mindfoi of the large, 
long-term benefits which might 
be expected to accrue from 
such an initiative, it is vitally 
important that the first steps 
should be clearly focused. Two 
objectives are involved. 

The first aim would be to 
provide a political and legal 
framework far private invest- 
ment and trade, assuring com- 
petition for all market partici- 
pants, including non- 
Europeans, and safeguarding 
the validity and reliability of 
contracts. 

The second aim would be to 
provide a specific channel for 
and model of public aid from 
the EC to the Soviet Union. IT 
Soviet energy production is to 
be modernised and made more 
to the market, there 
will be important infrastruc- 
tural requirements, including 
the improvement of the trans- 
port system, of medical ser- 
vices and of education. There 
will also be a significant train- 
ing famk — in management, in 
technology and the improve- 
ment of energy efficiency and, 
by no means least, in the 
mi u miw nM it of environmental 
protection. 

This EC-Soviet initiative 
should be carefully crafted to 
take account of the interests of 
other Europeans and to allow 
full scope to non-EC institu- 
tions which are also preparing 
western aid proposals. Any 
truly pan-European energy 
plan should embrace the Euro- 
pean Free Trade Association 
and take account of the signifi- 
cant hardships faced by east- 
ern European countries trying 
to restructure their economies 
at a time of much higher free 
market oil prices. 

There is a strong political 
case for integrating help 
towards eastern Europe with 
the EC-Soviet plan, thereby 
erihanring foe notion of pan- 
European partnership. Links 
are also needed with such enti- 
ties as the International Mone- 
tary Fund and the World Bank, 
which are currently consider- 
ing aids to foe Soviet Union on 
behalf of the G7 countries. 

The institutional structure 
required to administer a 
scheme of this kind needs care- 
ful consideration, hi airing his 
proposal for a European 


Energy Community at the 
European Council last June, 
the Dutch prime minister Ruud 
Lubbers suggested a charter of 
principles with individual pro- 
tocols tailored to each energy 
sector. This provides a starting 

point It is crucially important, 

however, to stress that the aim 
should be to liberate market 
forces, not to stifle them. This 
should not be an occasion for 
the reintroduction of "big gov- 
ernment". 

For this and other reasons, 
the analogy with the European 
Coal and Steel Community, 
which launched the original 
six members of tbc European 
Community on their way 
almost 40 years ago, can be 
misinterpreted. Our under- 
standing of the appropriate 
rule of government in a market 
economy is now very different. 
For this reason tho best way 
forward would probably be a 
dialogue not simply between 
east and west but between gov- 
ernment and industry. 

At a deeper level, however, 
the ECSC remains a relevant 
and instructive example since 
it was, above all, a bold 
attempt to create a new secu- 
rity system. For this r e as on , it 
is to be hoped that the Euro- 
pean Council will recall the 
preamble to the Treaty of Paris 
which established the ECSC. In 
it. the council's predecessors 
affirmed that Europe con be 
built only through practical 
achievements which will, first 
of all, create real solidarity, 
and through the establishment 
of common bases for e cono m ic 
development 

With this in mind, it was 
resolved "to substitute for age- 
old rivalries the merging of 
their essential interests; to cre- 
ate, by establishing an eco- 
nomic community, the basis 
tor a broader and deeper com- 
munity amongst peoples long 
divided by bloody conflicts; 
and to lay the foundations far 
institutions which will give 
direction to a destiny hencefor- 
ward shared”. 

Forty years on. these words 
could acquire an entirely new 
and still broader significance. 
Peter Ludlow is director. Centre 
for European Policy Studies, 
Brussels; Heather Ross is strate- 
gic planning coordinator, BP 
Euro pe, and a member of die 
CEPS EC-Soviet taskforce. 
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1 1 ^ 2 ° nce upon a time r on March 26 to Be precise - Mo6i£ 

* — ■ Became invoCved in ctnexp&Gtion to find somethuy 

rather more romantic than oil or natural gas. The object of tfiis unusual quest: the truth 
about tales of legendary TintagcL 

There , on tfie nortfi. coast of ComwaJX, in a place indelibly associated witft. King Arthur's 
Camelot , Mobil funded a scientific expedition to excavate some grassy churchyard mounds 
that have intrigued visitors for centuries , 

Why should oil men become involved in so romantic a mission? Why not? 

After off, Mo&if has had great success with its first gas field: Camelot, Forthcoming fields, 
dubbed with poetic inevitability, Guinevere and Lancelot, only confirm a corporate soft 
spot for Arthurian legend. 

With good reason. Thanks to the Camelot field, as well as production front other North. 
Sea fields, Mobil has become the UJCs leading independent supplier cf natural gas to 
industry, set to deliver to 50 sites nationwide. 

But getting back, to a more bucolic location, just what have the intrepid archaeologists 
found at Tintagel? 

WfuCst the resting place of GoodKing Arthur alas remains elusive, Tiritagelhas \ 

already yielded a wealth of information, \ r .f£ 

including the discovety of a burial site ; . 

unique in the British Isles. Furtfier ■ capital bttn fa 

r .r » f a™- post your request to: 31 f?L 

sponsored cxcavattan. on tfic site is ; HM 

sdkduled to take pCacem tfie spring l j elements Inn, Lornfon WC2A 2EB 1 ] 3 

of i&i. ; D m 

„ . ^ ^ i Name: J 93 

In tfie meantime, for a complimentary ; a! 

copy of the archaeologists’ fully- j Adifress: :]■ * 

illustrated interim report, cut out, i JzS'. 
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INDIAN CRISIS 


Hindu party deserts minority government 


By David Housego in New Delhi 


MR V. P. Singh, India’s prime 
minis ter) tiled to save his gov- 
ernment from collapse yester- 
day after a radical Hindu party 
withdrew sup port for the 
minority adm m is tratton. 

The withdrawal by the Bhar- 
atiya Janata Party (BJP) came 
after the government arrested 
Mr L. K. Advani, the BJP 
leader, in the eastern state of 
Bihar. 

Mr Advani was held under 
the Internal Security Act to 
prevent him continuing his 
campaign across northern 
India to mnhiHsp Hindu opin- 
ion behind plans to construct a 
Hindu temple at Ayodyha on 
the site of an existing mosque. 

The gn vw mnffl t feared the 
campaign would precipitate 
further clashes between Hin- 
dus and Moslems. 


Without the support of the 
BJP, which has 88 seats in par- 
liament, it is doubtful whether 
Mr Singh can survive a vote of 
confidence. His Janata Dal and 
its allies in the National Front 
coalition have 142 seats, while 
the communist and left wing 
parties which also support the 
government have 52. Together 
these equal the 195 seats held 
by the Congress Party of Mr 
Rajiv Gandhi, the former prime 
minister, and its dose allies. 

Mr Singh said he would test 
his majority on the floor of the 
house when parliament recon- 
venes in three weds. However, 
many observers believe his 11- 
month-oJd administration will 
foil before then as a result of 
struggles within his own party. 

The political crisis comes 
when the country is facing 


strong internal' tension over 
divisions between castes and 
between Hindus and Moslems. 
The security forces are over- 
stretched in fighting separatist 
movements in Kashmir, the 
Punjab and Assam and in han- 
dbag internal disturbances. 

India is also facing severe 
infla tion and balance of pay- 
ments problems in the wake of 

the Gulf conflict 

Hindu militants in many 
parts of India reacted violently 
to Mr Advanf s arrest - accus- 
ing the government of bowing 
to Moslem pressure to halt the 
planned h rrilrimg of the temple 
at Ayodhya, in Uttar Pradesh. 
Ayodyha is the alleged birth- 
place of the Hindu god. Ram. 

Four people were killed in 
Ahmedabad In western India 
yesterday, while in the north. 


bazaars closed in Lucknow and 
Old Delhi The BJP has called 
for a nation al strike today and 
declared it win go ahead with 
ceremonies to mark the start of 
construction at Ayodyha, due 
next Tuesday. 

Mr Singh was threatened 
with revolt from within his 
own Janata Dal party by dissi- 
dents seeking a change of lead- 
ership. Mr Chandra Shekar, 
the former Congress Socialist 
and long-time critic of Mr 
Singh, let it be known that he 
was a candidate for the pre- 
miership. He said: 1 am not 
craving for anything but I am 
not shirking any responsibil- 
ity." 

The prime minister has 
warned the dissidents that he 
will dissolve parliament if they 
attempt to overthrow him. MPs 


do not want fresh elections 
now - although they accept 
these cannot be delayed by 
more than a few months. 

Mr Gandhi, whose Congress 
Party is the largest single 
party in the parliament, made 
dear yesterday that Congress 
was not interested in partici- 
pating in a minority govern- 
ment. Nonetheless, Congress 
formally asked President 
Ramaswamy VpnkatairaTiran tO 
dismiss the government, which 
it claimed had lost its majority 
in parliament. 

The confused political situa- 
tion enhances the power of the 
president with whom rests the 
last word on whether to dis- 
solve parliament and call fresh 
elections. 

Singh may survive unto rivals 
are ready. Page 4 


Westerners work for east German dream 

David Goodhart on two mayors trying to breathe life into their adopted towns 


M R Dieter Non, 50, and 
Mr Hinrlch Lehmann- 
Grube, 57, are two 
west Germans with unusual 
jobs. Since May they have both 
been mayors erf large east Ger- 
man towns, Chemnitz and 
Leipzig respectively. 

Both have made personal 
sacrifices to travel east Mr 
Lehmann-Gmbe, who used to 
he chief executive at the town 
of Hanover, has swapped his 
Mercedes for a Lada and taken 
a cut in salary from DM12400 
($84*05) a month to DM3400. 
Mr Noll has left behind his 
French wife and two children 
In Mainz and given up a lucra- 
tive consultancy business for 
his DM2400 a month post 
Mr Lehmann-Grube, a Social 
Democrat, says he Is tom 
between optimism and despair 
when Konternpiating the ruin- 
ous state of Leipzig. His man- 
ner is unemotional but his 
thoughts are gloomy. "The peo- 
ple in Bonn have still not 
grasped the magnitude of the 
task in turning east Germany 
around," he says. 

Befitting his Christian Dem- 
ocrat party allegiance, Mr Noll 
is more optimistic. He went 
east in January to work as a 
consultant "because I am a 
patriot and I have old friends 
in Chemnitz”. He says he 
works 16 hour days and feels 
“incredibly charged np-.there 
is nothing like it in west Ger- 
many”. 

As a civil engineer he often 
worked abroad and compares 
getting things done In east 
Germany with the problems in 
a relatively under-developed 
country. "The difference is the 
people here are well educated 


and learn fast, Fm an optimist 
about the tinman capital,” he 
says. 

Mr Noll enthuses about 
spending tb* rest of Ms life in 
Chemnitz and says he will 
bring over his family as soon 
as he has a suitable place to 
live. Unlike many west Ger- 
man businessmen who are 
working in east Germany he 
has no qualms about putting 
Mg children imot east German 
schools. 

However, he admits that 
rebuilding the town will 
require greater interest from 
Investors than currently evi- 
dent 

“We are getting interest 
from the building sector and 
service industries but lack new 

mannfnf-fr n-TTig- ir ni wn ti nimt," ha 

says. 

Mr Lehmann-Grube says 
that companies are queuing up 
to invest in Leipzig but the 
property question remains 
“our most serious bottleneck”. 
The Unity Treaty ruled that 
the principle of returning prop- 
erty to forma: owners, with its 
accompanying delays and legal 
complications, could be over- 
ridden where job-creating 
investment was planned. 

This has improved the pros- 
pects for some potential devel- 
opments on private property, 
but Mr Lehmann-Grube says 
that "the question of public 
property has not been solved at 
all". 

There is still confusion over 
which level of public authority 
- the communes, the towns, or 
tiie new states - controls pub- 
lic property. The Treuhand, the 
trust body which owns most 
public property, is still trying 



Dieter Noll (left) and Hhrrfeh Lehmann-Grube: both 
personal sacrifices by moving east 


to sort out the competing 

riaims 

“As a result 1 cant sell or 
rent any of Leipzig’s land for 
development at present,” says 
Mr LehmamtGrube. Mr Noll is 
taking a more cavalier 
approach and simply mlling or 
renting land that he reckons 
should be under his controL 
But some companies have com- 
plained about the high prices 
being asked for east Goman 
land. 

The two men agree that their 
towns need more money, espe- 
cially for public investment, 
and more clarity about where 
it is going to come from. Mr 
Lehmann-Grube complains 
that Beam has still not made it 
clear how local government 
will be financed in east Ger- 
many. 

In west Germany local 
authorities raise taxes and get 
a share of national tax income, 
but It will be several years 


before east Germany enjoys 
proper tax flows. In the mean- 
time neither the states nor the 
towns and communes in west 
Germany seem ready to prac- 
tise financial solidarity with 
tiie east Yet it is estimated 
that east Germany's towns arid 
communes need DM20hn-40bn 
a year to survive and tiie five 
newly formed states will need 
several times that if they are to 
replicate the functions of the 
west German states. 

Until the beginning of nart 
year Leipzig must survive on a 
grant from the central govern- 
ment of DM670m for current 
costs and only DM25m for 
investment. Hanover, which 
like Le ip zig has a population of 
500,000, has an annual budget 
at DMZSbn for current expen- 
diture and DM40Om to DM500m 
for investment 

Curiously, Mr Noll says that 
Chemnitz is getting more than 
Leipzig, about DbUlm, despite 


being much smaller. 

That may explain why Mr 
Lehmann-Grube Is cautious 
about building up hfe adminis- 
tration while Mr Noll says that 
his 1400 staff are quite insuffi- 
cient. “I have thaw half fho 
staff an equivalent town in 
west Germany would have,” 
says Mr NoIL 

Both men are hoping that 
next year they will get annua! 
budgets of about DM2bn. To 
rebuild some of their crumbl- 
ing housing they can draw on 
a DMlObn grant from Bonn to 
improve 300400 old homes. In 
Leipzig alone 110,000 of the 
258,000 homes were built before 
1914. 

Mr Lehmann-Grube, like Mr 
Noll, has now drawn up a new 
city development plan but 
seems less confident that 
either his own staff or Bonn 
will allow him to implement on 
it “There is still no real admin- 
istration here. It will be two to 
three years before things are 
even half working,” he says. 

To a group of visiting Singa- 
pore businessmen, Mr Leh- 
mann-Grube Is depressingly 
honest He says they would be 
foolish to rush in now with Mg 
investments, but adds that in 
four to five years Leipzig will 
be booming so it is better to 
have soma pr es e nce from the 
start 

As an example of his admin- 
istrative nightmar e he dtes 
Leipzig airport The trouble is 
that unlike west German air- 
ports, which are controlled by 
local authorities, Leipzig is 
owned by Interflug, the east 
German airline, and nothing 
can be done until the aizfine is 
broken up and sold off. 


US budget plan needs Democrat support 


By Peter Riddell, US Editor, in Washington 


THE PROSPECT of an early 
end to the US budget crisis 
appeared increasingly uncer- 
tain yesterday as congressional 
leaders warned that at present 
there were insufficient votes in 
the House of Representatives 
to pass the likely tax package. 

Congressional and White 
House negotiators have nar- 
rowed their differences and the 
main focus is on crafting a 
package which will carry both 
Houses. This turns on the 
means of taxing the wealthy 
and on the extent of increases 
in petrol taxes and in the cost 
of Medicare health provision 
for the elderly. 

The prohlem is that any 
package wlQ require the sup- 
port of a large majority of 
House Democrats because 
fewer than half of the 176 
House Republicans, and possi- 


bly as few as 40, will back any 
likely plan which increases 
taxes. 

However, a caucus meeting 
of the 258 House Democrats 
yesterday split roughly 50/50 
on a show of bands, according 
to Mr Dan Rostenkowski, 
chairman of the House Ways 
and Means Committee. He 
commented: “That’s not good 
enough.” 

Rank-and-file Democrats are 
reiucant to support unpopular 
measures which will make 
them vulnerable to attack from 
Republicans in mid-term elec- 
tions on November 6. They are 

cfemflfi rUn g si gnifican t Republi- 
can support as a condition for 
their votes. 

By losing the backing of a 
majority of his own House 
Republicans, President George 
Bush has become dependent on 


the Democrats and their desire 
to stick as closely as possible 
to the original House plan 
imposing higher taxes on the 
wealthy a n d limiting changes 
in Medicare and petrol taxes. 
He has already conceded an 
increase in the top marginal 
income tax rate on the weahhir 
est individuals from 28 to 31 
per cent. 

By contrast, any package 
win require bipartisan support 
in the Senate, Including at 
least half the Republicans, 
which Unfits the scope for mov- 
ing too far towards the House 
plan. 

The Immediate complication 
is that the Republican plan to 
tax the wealthy by limiting - tar 
deductions hits hardest those 
states with high levels of local 
taxes, including those with 
large numbers of Democrats 


such as California, New York 
and New Jersey. The Demo- 
crate have argued for a surtax 
on those earning more than 
Sim a year. 

Further negotations were 
expected late yesterday but 
there are deadlines not only at 
midnight tonight when the 
government runs out of money 
again but also on the approach 
of the elections. 

Mr Bush, on a campaign trip 
in New England, yesterday 
appealed to his own Republi- 
can Party to back him. He said 
tiie days of “damn th*» deficit” 
must come to an end. Defend- 
ing his acceptance of higher 
taxes, Mr Bush said he had to 
“swallow hard, but the 
long-term health of tiie US and 
our economy has to come 
before self-interest". 

Defence bill deal. Page 6 


Bush moves to 
repair damage 

Continued from page 1 
Margaret Thatcher, the British 
prime minister, yesterday said 
Britain had received a formal 
assurance that the Saudi posi- 
tion on Iraq’s invasion of 
Kuwait was unchanged and 
that the defence minister had 
been misquoted. 

Earlier the prime minister 
had held almost an hour of 
talks with Shaikh Jab if al-Afr- 
mad al-Jabir al-Sabah, the 
Emir of Kuwait. Both agreed 
that Saddam Hussein must not 
benefit in any way whatsoever 
from the invasion of Kuwait 

Mr Bush has appeared dis- 
tracted recently as a result of a 
major domestic p olitical crisis 
caused by the stalemate on the 
budget The Israeli army shoot- 
ings of Palestinians in Jerusa- 
lem has also hurt US and Brit- 
ish efforts to focus cm further 
sanctions against Iraq. 


Brussels seeks to extend its energy powers 


By Lucy Keflaway in Brussels 

THE European Commission is 

heading for a battle with mem- 

bo: states over a proposal to 

g ve itself important powers 
r managing a future energy 
crisis. 

The plan, under which the 
Commission could instruct EC 
countries to sell their energy 
stocks and cut energy demand, 
is likely to be approved at a 
Commission meeting in Stras- 
bourg today and will be put to 
energy ministers in Luxem- 
bourg on Monday. 

The measures would allow 
the Commission to determine 
the Community’s short-term 
response to a supply crisis. 
Brussels would be able to tell 
member states that demand 
must be cut by a fixed amount 


for a period of three months. 
More sustained reductions 
would need member states' 
approval 

The Commission would also 
be able to instruct EC coun- 
tries to sell energy stocks up to 
the equivalent of 30 days’ con- 


UK officials in Brussels said 
the plans amounted to “oppor- 
tunism" and “empire building” 
by the Commission. Other 

member states expressed anger 

at the timing of the proposals, 
saying they hindered official 
efforts to convince the Ml mar- 
ket that no crisis existed. 

They argue that’ the mea- 
sures cut across the role of the 
International Energy Agency, 
which includes the US and 


Japan, and which is the forum 
for dealing with energy crisis 
measures. They are also furi- 
ous not to have been consulted 
before the Commission drew 
up its proposals. 

The row underlines the diffi- 
culties the Commission 
encounters each time it tries to 
increase its influence In the 
sensitive area cf energy, over 
which member states still 
retain considerable controL 

The impetus for the proposal 
comes from the recent Gulf 
energy crisis, in which the 
Commission has found itself 
powerless. However, officials 
underlined that any new pow- 
ers would be for the next sup- 
ply crisis and emphasised that 
there was no such crisis at 


present 

The proposal would update 
two directives on energy crisis 
which date from 1968 and 1972 
and require member states to 
keep 90 days of production In 
stocks. Officials say these 
direc ti ves left vague the mech- 
anism under which the stocks 
could be released. Moreover, 
there was no clear means for 
concerted EC measures to 

reduce doing nrl 

As part of the plan, member 
states would have to put the 
management of their energy 
stocks under the care of a sin- 
gle body. Countries such as the 
UK, which allow oil companies 
to hoM stocks on their behalf, 
wffl not respond happily to the 
proposaL 


German interest 
rates may rise 

Continued from Page 1 
Bundesbank officials have 
made it dear that the central 
bank would be prepared to 
raise official interest rates 
-last increased by 1 percent 
age point in October 1989, to a 
discount rate of 6 per cent and 
a Lombard rate of 8 per cent 
- if inflationary pressures 
increased as a result of over- 
heated demand, higher oil 
prices, and the costs of unity. 

Mr Tietmeyer said integrat- 
ing the two Germanys would 
reduce capital exports, 
amounting to about DM120bn 
annually in recent years, and 
make borrowing more expen- 
sive. To support tins redirec- 
tion of capital Sows, “Germany 
needs relatively hi gh interest 
rates and a strong DMark". 
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The lights dim 
in Europe 


Perhaps Mrs Thatcher need not 
have troubled the Commons 
yesterday with another firm 
rejection erf a single currency. 
Even leaving aside blips like 
yesterday’s unexpectedly bad 
French trade figures, the wors- 
ening economic numbers com- 
ing out of Europe hardly paint 
a picture of a continent ready 
for a swift passage to anything 
quite so ambitious. This sum- 
mer, even, after the invasion of 
Kuwait, it looked as though 
there were at least three large 
or medium-sized economies - 
Germany, France and Spain - 
which could reasonably look 
for GDP growth of 3 per cent 
plus this year and another 
strong performance in 199L To 
be sure, France and Spain still 
seem destined for a soft land- 
ing: But the change of mood 
about prospects is now tangi- 
ble, with some commentators 
talking about French growth 
slowing to LI per cent in I99L 
Some in the markets still 
expect a scenario in which Ger- 
man infla tion will peak at 
about 4 per cent in mid-1991, 
after only a modest tightening 
of monetary policy by the 
Bundesbank. On that basis, 
Germany should pull the rest 
of Europe through 1991, with 
the US and the UK coining 
back on stream the year after 
that The nagging suspicion is 
that tins is too rosy and that 
fills autumn’s plung in g equity 
markets have been better mdi- 


Wolsoloy 


Share price rotative to the 
FT-A AS- Share index 

iao « 





British Chambers of Commerce 
strongly suggests that ' it was 
not until this year’s third quar- 
ter that things tamed really 
ugly. Considering how badly 
equities responded to the 
interim results season, this 
Implies that not all the bad 
news Is yet in the market. 
Granted, the survey covers 
gmflli companies as well as 
large; but in almost every area 
- home and export orders, 
investment, employment pros- 
pects - it is the biggest com- 
panies which are hardest hit 
The picture is no more reas- 
suring in detail. The drop in 
home orders is unprecedent- 
edly steep; but export orders 
are down as wefl. A sharply 


Aside from the Gulf, the 
obvious threat is renewed 
wage inflation. (Even the trend 
in consumer prices, the 1991 
German wage round is surely 
going to be a lot tougher than 
1990’s; after the recent corpo- 
rate tax cuts, France could be 
going the same way. And per- 
haps fhe hidden dang er Is that 
budget deficits are going to 
return as a serious problem in 
1991-2, and not just for the Ital- 
ians. 

UK industry 

The City view of UK indus- 
try’s grasp of economics has 
always been slightly contemp- 
tuous. Industry stays bullish 
long after the equity market 
has scented trouble; by the 
time it succumbs ta gloam, the 
market is discounting recov- 
ery- The trouble about this 
complacency is that while tiie 
market may be good at antici- 
pating eveafis, it is less good at . 
judging their scale. Thus, tiie 
cries of distress now coming 
from the CBI and the Cham- 
bers of Commerce are not unfo- 
reseen; the question is rather 
whether they are louder than 
expected. 

Yesterday’s survey from the 


are worried about inflation; tiie 
majority, while expecting to 
reduce their workforces, still 
report awn shortages. All this 
comes before the ERM medi- 
cine has hit the system. It 
could still be that pessimism 
on this scale is tiie proof that 
equities are cheap; but the 
time-scale on which this is 
guaranteed could be getting 
longer. 


Wolseley 

' “Tough markets, exceptional 
performance” was Wolseley*s 
own judgment of its main- 
tained foil year profits, audit 
is bard to disagree. The down- 
turn in UK manufacturing was 
e x p ected, but the resilience of 
tiie distrib u tion divisions on 
both sides of the Atlantic took 
tim market quite by surmise. A 
10 pm cent dividend increase 
helped the shares yesterday, 
but given the company 5 * 
longterm growth record they 
are still languishing at 288p- 
There is still the possibility 
that WoLseley has badly mis- 
timed the US construction 
cycle, particularly in Calif- 
ornia. There is also the danger 
that a so-fer shrewd manage- 
ment might be tempted into a 


Image acquisition and thus span 
the solid financial position. As 
usual, however, the market is 
really preoccupied with the 
effects of an apparently deep- 
ening decline In some of Wolse- 
ley’s core businesses, along 
with what will be a punishing 
•1 currency translation effect this 
year. 

Profits for 1890-91 look set to 
fall from last year’s £i21xn to 
around ElOOmt putting the 
shares on a prospective p/e cf 
just over 9 times earnings and 
a yield of around 6 per cent 
This is cot the premium rating 
which has eluded the company ' 
for so long, bnt given the 
uncertain outlook in the next 
six months it seems (air. If 
£100m r epresent s the bottom of. 
the cycle for Wolseley, it will 
have plenty of envious rivals. 
Meyer, for example, is due to 
announce its inte rim profits in 
three weeks. Forecasts suggest 
a one-third drop to £40m. 

Bryant Group 

Bryant used to be a rather 
sleepy Midlands housebuilder 
which never had a rights issue. 
In 1986 it got the growth bug 
and raised £17.4m to help it 
move into the fast growing 
market of the South east In 
common with some better 
known rivals it paid too much 
for some of Us land, the result 
being a provision roughly 
equivalent to last year's 
annual dividend. Yesterday 
Bryant asked fin: another £40m 
to have a punt cm buying some 
more; and judging by the l*ip 
fell in the share price to 92%p, 
the institutions loved it 

The response is aU the more 
interesting since it is only five 
winwrtm since English China 
Clays placed its 30 per cent 
stake in Bryant at 84p per 
share. The wfiliagness to 
absorb another 20 pa cent af 
the company at an even lower 
price is puzzling on two 
counts. First, the new eqihty is 
bring issued at an estimated 
discount to net asset value of 
over 25 per cent. Second and 
more Important, there is not 
the slightest chance that 
Bryant will earn anywhere 
near tiie £50m pins it made in 
tiie the bonanza years of 1988/ 
80 for a long time to came. 
Indeed, it will be lucky to earn 
9p per share in the year to May 
3992, which puts the shares cm 
a pretty demanding rating. 

The moral of the tale Is that 
the institutions have more 
ffggh than they know what to 
do with; they are desperate not 
to miss out cm the eventual 
upturn in the housing market, 
and there are very few compa- 
nies they trust 'What price a 
Beazer rights Issue? 



This announcement appears as a matter of record only 

The 

London Underwriting 
Centre Ltd. 
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£52.4 Million 


The fitting out of 

The London Underwriting Centre Ltd., 
London’s new Company Insurance market 
at 3 Minster Court, for 
Market Building Limited. 


Provided By 

Royal Bank of Scotland 
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Texaco jumps 25% 

in third quarter 


Alcan looks at fresh capital cuts 

With recession - 
spreading through 
more of its main 
markets, Alcan, the 
world's biggest pro- 
ducer of aluminium, 
fresh 

< cuts In capital expen- 
diture after slashing 
$300m off its budget this year. Page 19 




Spanish recovery 

The Madrid stock exchange fell more sharply 
than any other European Community market 
after Iraq’s invasion of Kuwait, largely because 
of the country’s high dependency mi oil and 
because companies were feeling the effects of 
the government's restrictive monetary policies. 
In the last 10 days, however, buyers haws been 
rushing bade ini. Trading vo ta ries now of . 
around PtalObn (5105m) a day are double what 
theywere two weeks ago ami approaching the 
PtalSbn to PtalSbn before the Guff crisis. Peter 
Bruce reports. Bade pass 


Under this plough 



It Is widely accepted that the Common Agrfcul- 
fund Policy is out of stop with trie European. 
Community's changing agricultural problems. 
Should we simply abolish this costly and unpo- 
pular policy? Or Is there some way of reform- 
ing it without sending Europe's 9m-10m 
formers into deep trauma? Bridget Bloom 
examines, the conclusions of a new report from 
the Brussels-baaed Centre for European 
Studies. Pegs 32 - 
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Parretti pays final sum on MGM/UA takeover 


Third-duarter net income 

H at Texaco has lumped 25 
per cent to 3381m or 
31.38 a share. The large 
US oil and gas company 
said Hs third-quarter 
revenues rose from 
$8.4bn last year to $11bn 
in the period ending on 
September 30 because 
of higher crude and 
product prices and 
higher sales volume. 

The group's chief executive, James Klnrtear 
(above), said upstream results had been 
boosted by an extra 54 cents a gallon on the - 
price of crude during the third quarter as a 
result of the Guff crisis. Page 18 


McKecfinl* holds dividend 

Mckechnie, toe plastics and metal components 
group, yesterday reported a 28 per cent drop 
in pre-fox profits to £2849m (354.7m) in the 
year to end-July but maintained Its dividend. 
Demand for the - group’s products was down 
both In the UK and Australasia. Chairman Jim 
Buffer said the company had "weathered the 
worst of the downturn” although the outlook 
was still uncertain. Pegs 23 *• 


By Alan Friedman in New York 

MB GIANCARLO Parretti, the con- 
troversial Tt»Han financier, said yes- 
terday that he plans to dose his 
£L3bn takeover of MGM/UA, the 
Hollywood studio, on Friday. He 
made the statement after hmv«« g 
over $967m in final payment on the 
deaL 

The agreement calls for Pathe 
Communications, Mr Parretti’s 
takeover vehicle, to pay 

a total of 32L50 per share to MGM/ 
UA shareholders, led by Mr Kirk 
Kerkorian, the hotel and casino 
mogul who owns more than 80 per 
cent of MGM/UA. Yesterday MGM/ 
UA’s share price rose by % to 317%. 


Pathe Tina already paid 3853m in 
deposits on the transaction, includ- 
ing a S4-per-share payment to MGM/ 
UA diareholders made during the 
summer. 

Vital financial help for Pathe has 
come from Time Warner, the enter- 
tainment conglomerate which only 
three months ago dropped plans to 
hai*if Mr Parretti and sued his com- 
pany for $100m. 

Yesterday Time Warner did an 
about-face by agreeing to cancel all 
litigation with Pathe in exchange 
far a home video distribution deal 
for the MGM. UA and Pathe film 
libraries. 


Pathe is a small studio that 
includes the rump of Cannon Pic- 
tures, the foiled Grade B movie 
company. 

The Pathe takeover of MGM/UA 
has been in doubt since early July. 
That was when Time Warner with- 
drew its offer of 3650m of loans to 
Pathe in exchange for worldwide 
distribution rights to the 1,000- title 
United Artist’s film library. Time 
Warner then launched its lawsuit 
against Pathe, charging the com- 
pany with a “willful, wanton and 
malicious" breach, of contract. Mr 
P a rret t i countersued for 3500m of 
damages. 


At the time of the lawsuit. Time 
Warner accused Mr Parretti of 
“creating a smokescreen" to hide a 
series of allegedly migfanHing state- 
ments. It claimed Pathe had 
secretly sold 350m of film rights 
even though these had already been 
contra c ted to Time Warner. 

Mr Steve Ross, chairman of Time 
Warner, came under a storm of pri- 
vate industry criticism for backing 
Mr Parretti. last spring. Standard & 
Pom’s, the credit rating agency, had 
temporarily placed the company on 

creditwatch since its $650m loan 

offer would have increased Time 
Warner's already considerable 


3I0.Sbn debt burden. a 

The Time Wamer/Pnthe deal cov- 
ers a 12'A-year period and calls for a 
3125m advance from Warner 
Brothers, the film and television 
subsidiary of Time Warner. 

It is understood that up to 375m of 
further Warner funds from world- 
wide home video rights will be used 
for films to be produced by Pathe/ 
MGM/UA. 

Earlier this week, Mr Parretti 
secured an estimated 3208m from 
Turner Broadcasting, the Atlanta- 
based cable empire, which agreed a 
10-year series of licenses to use the 
UA film library for television. 




News Corp shares rally after strategy is unveiled 

Murdoch 
outlines 
plan to 
revive 
earnings 

By Bruce Jacques in Sydney 


Nadir in desperate 
shuttle to raise 
cash by today 

By David Barchard, Clay Harris and Richard Waters 


ME RUPERT Murdoch yesterday 
dismissed the stockmarket’s 
recent sell-off of News Corpora- 
tion's shares and outlined to 
shareholders how be would 
revive the performance 

of the media and industrial 
group. 

After thf» Austr alian gtn rkmar - 
ket had rfigmyteH tiw HmnnHih of 
News Cotp’s rMef executive, the 
price of News Corp shares 
jumped 54 cents to A36.10 
(US$4.72). 

Addressing a packed annnai 
meeting in Adelaide, attended by 
ahnnd: 300 people, Mr Murdoch 
had projected a “steady as she 
goes” image. He shunned any 
“quick fix” promises to allay 
investor concern cm the compa- 
ny's c u r rent A$10.5bn debt. 
Bather, the emphasis was on 
reassurance that the company's 
mediu m fo w prospects mmained 
strong. 

*Tn the here and now, we can 
do nothing about the share mar- 
ket,” Mr Murdoch said. “What we 
have to do in t his ^company is 
anncMiLn ito OQ profits from ail 
our businesses. 

"We have the realism to recog- 
nise problems as they arise, and 
transform those problems into 
opportunities. I hope our rec en t 
difficult and decisive actions 
(notably asset sales and merging 
of Australian newspapers) dem- 
onstrate considerable qualities 
vi tal lo r success in this troubled 

Mr Murdoch said he expected 


*4 * - 



DIRECTORS of Polly Peck 
I nte r na tional meet thiq afternoon 
in London to hear whether Mr 
Aril Nadir, f-hairrmm of iiw» trou- 
bled fruit, electronics ««id leisure 
group, has obtained enough 
money to avoid the appointment 
of administrators. 

Mr Nadir yesterday shuttled 
between Turkey mid northern 
Cyprus seeking cash buyers for 


Bupert Murdoch after the meeting: will “ponceaitrate on profits from all of obr businesses” 


the company's trading profits 
tMs ftwaririal year tO be nheed of 
the previous year, despite a weak 
global economy. In the last year 
to June, the company declared a 
43 per rant met earnings foil to 
AJ2823 mPUlML 

But he said the co m pany was 
fighting” to maintain ope ratin g 
income in Australia, where 
greater plant efficiencies were 
offsetting softer newspaper SfpdZ 
magdPB adve r tisin g : * 

• The meeting approved a 
change in News Carp’s artidesto 
allow the issue of non-voting 
shores, bat not before a represen- 
tative of one of Australia’s larg- 
est institutional shareholders, die 
Australian Mutual Provident, 
spoke strongly against the 
motion. But the AMP, which 
holds about 3 per cent of News 
Corp, proved alone voice and Mr 
Murdoch told the meeting that 
die group wanted the option of 
raising ca p ital but to “retain our 
char acter and rem ain competi- 
tive with our rivals around the 
world.” 

He said it was “unlikely" that 
the Australian Stock Exchange 


(ASX) would hfry- k the company’s 
non-voting issue plans. On Mon- 
day, the ASX issira a discussion 
paper on limited voting shares 
which indicated it was favoura- 
bly considering the News Corp 
propo sa l. Mr Murdoch sought to 
play down previous sug- 

gestions that News Corp had 
threatened to move its home 
stock PTriinnga outside Australia 
;if the ASX rej ected the non-vofc- 

' fa g iamfc pfatifc 

MrTBEhard Searby, News Corp 
chffimiWiTfpotmted out that the 
company’s latest profit figures 
before abnormal items would 
have b een anoth er recordjmt for 
losses incurred in the Sky TV 
operation and the prolonged Aus- 
tralian pilot's strike. 

He said the increase in the 
com pany’ s balance sheet de bt in 
the latest year had stemmed from 
“direct Investment in enterprises 
which the company is building. 
The financial institutions which 
lend funds to us are always, and 
scrupulously, kept Informed by 
the company of the state and 
progress of operations. They 
would not otherwise lend. 


Philips settles US class 
action with $9.25m deal 
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PHILIPS, the Dutch electronics 
grotro, said yesterday that it has 
reached a 99.25m s et tl e me n t with 
US shareholders who sued the 
company for aH^edly misleading 
investors earlier tins year about 
the outlook for results. 

The salt is believed to mark 
ty first time that foreign, inves- 
tors have sued a European com- 
pany on the issue of corporate 
reporting. 

The company said its agree- 
ment to settle the US class action* 
suit did not mean it was admit- 
ting liability, which it continues 
to deny. “The company sought a 
settlement in order to reduce the 
high costs of what might have 
been a lengthy procedure and to 
avoid a major call on the man- 
agement's time,” Philips said. 

Tire settlement, reached with 
lawyers for the plaintiffs, must 
still be approved by the New 
York judge handling the case. 
Philips said the court case had 

not yet reached the stage at 


d®-' ~ 
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the course of business. On May 3, 
Philips reprated that net income 
before extraordinary gains 
plunged to just FI 6m ($&5m) in 
the 1990 first quarter from 
FI 223m a year earlier. The news 
led to a steep foil in Philips’ 





TTmmer: predicts Flzhn loss 

which the US investors had put 
forward concrete demands for 

compensation. 

Philips was accused of issuing 
incorrect information between 

January 8 and May 3 1990 about 


The first-quarter downturn was 

unexpected, as the then president 
of Philips, Mr Cor van der Elngt, 
had fold the annnai shareholder s* 
meeting only three weeks earlier 
that fun-year net earnings would 
be higher. Company management 
acknowledged that they were sur- 
prised by the deterioration in 
first-quarter business, and Mr 
van der Klugt later resigned. 

Mr Jan Timmer, who took over 
as president in July, is row fore- 
casting a full-year net loss of 
FL 2bn, reflecting charges of 
F12.7tm being taken this year to 
restructure the group’s computer 
and components divisions. Phil- 
ips is due to release third-quarter 
figures on Thursday. 
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BHF to buy east German bank 


By Katharine Campbell in Frankfurt 
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THE FINANCE ministry in Bonn 
yesterday gave the godhead for 
Berliner Handels-und Frank- 
furter bank, the small west Ger- 
man universal hawk , to fake a 64 
per cent stake in the east Ger- 
m an D eutsche Handelsbank. 

BHF thereby elands its east 
em presence, hitherto confined to 
a branch in Leipzig. It first 
expressed an interest in early 
summer, and talks have dragged 
oh since then. 

Deutsche Handelsbank, a sub- 
sidiary of the Staatsbank Berlin 
(formerly the state banking 
monopoly), was responsible for 
the foreign currency financing of 
a portion of east Germany's trade 
with the West in communist 
days. BHF said yesterday that 
the east German bank comple- 


mented its own activities in 
scope and emphasis - as wan as 
being one of the few eastern 
hanking instit utions shtt for sale 

Its staff, with exposure to west- 
ern banking practices, are better 
qualified than most east German 
bank employees. 

BfG, the ex-trade union bank, 
‘ and Bayerische Landes bank were 
also understood to have been 
Interested In the bank. Since rati- 
fication, the Staatsbank has been 
formally the property of the Bonn 
government 

BHF hopes to pick up the 
remaining 38 per cent stake of 
Deutsche Handelsbank, currently 
held by five east German con- 
glomerates winch were once big 
customers of the bank. BHF said 
it expected no problems as the 


Trenhandanstalt, the trust body 
charged with the privatisation of 
east German industry, needed 
funds urgently. 

While BHF has rot disclosed 
the purchase price, other sources 
have estimated it might pay 
about DM300m (3455m) for the 
full 100 per cent 

In common with most east Ger- 
man firms, Deutsche Handels- 
bank does not yet have a proper 
balance sheet. According to 
SHF’s own estimates, total assets 
are around DM15bn, with loans 
valued at DM7bn on 30 June this 
year. 

BHF recognises that many of 
these assets will be worth consid- 
erably less as the restructuring of 
the German economy, takes 
its tolL 


“We keep our fi m mep w under 
co n st a n t review. It is a custom- 
ary exercise. But I should say we 
aim to replace the whole or a 
substantial part of our short-term 
debt with long-term debt." 

According to the company's 
1990 haianfltt aWt its Shart-tenn 
debt (repayable within rate year) 
rose from A$558m to A$&95bn. 
Mr Searby said News Corp had 
acquired and built up an array of 
assets which would be of "lasting 
and o u tst an ding value.” 

He said the two mufa areas of 
co ntinuin g investment would be 
Sky TV and new UK and Austra- 
lian printing presses. 

The Sky op eratio n was not 
forecast to be profitable before 
1992. Mr Searby said the new gen- 
eration of colour printing presses 
being developed by the company 
would provide a “competitive 
edge well into the future”. 

He said the company's UK 
papers had defied tough eco- 
nomic times to maintain circula- 
tion figures and market share. 
But pro fits had fallen because of 
lower c lassified advertising vol- 
ume. 


If he foils to produce £30m 
($5&5m), directors are likely to 
accede to damanda that the group 

be plMM in artwifalWratinn. 

In that- c a w?; the Department of 
Trade and Industry should 
launch an investigation, a large 
fagritaitfanai investor yester- 
day. 

“It is inconceivable that a com- 
pany could go from a market 
value of over £2bn in June to 
virtually nothing, without the 
UK authorities appointing inspec- 
tors to look fafa its affairs." 

The MnnnHwjf nervousness 
»mnng cre di tors was illustrated 
yesterday when National Bank of 
Canada broke ranks with other 

hmta np pHivI fa l ywlnn fop 

the company to be wound up. 

Later, however, Polly Feck and 
independent sources said they 
undorstood the bank would with- 
draw the petition. However, this 
was not con fir med by the bank. 

Although the application is not 
scheduled to be heard until 
December 12, it has the effect of 
freezing all of Polly Peck's assets, 

mnhifting its hawlc accounts. 

When bank creditors agreed to 
extend a repayments standstill 
until November 9, Polly Peck said 
•it would raise £70m in the mean- 
time. 

So for, it has obtained only a 
fraction of thic At the end of 
September, Polly Peck’s total bor- 
rowings exceeded Slim. 

One Polly Peck director said he 


doubted that Mr Nadir would 
come up with E30m from north- 
ern Cyprus alone, but held out 
the hope he might raise the bal- 
ance from Turkey. 

Istanbul bonkers said they did 
not expect the group to survive. 
The end Is coming near.” one 
said. “Mr Nadir is not succeeding 
in selling anything here, includ- 
ing his personal assets, and he 
has no way out now.” 

In Istanbul. Mr Nadir lunched 
yesterday with Mr Dine BUgln, 
the owner of Sabah, Turkey’s 
largest-selling newspaper which 
has conducted a fierce campaign 

nggfagfr him fa rece&t monthu 

They discussed a sate of Gfln- 
» yrifa a mami circulation dally 
which Mr Nadir bought in 1988, 
but sources in Ankar a said he 
had failed to clinch a deaL 

In mid-afternoon, Mr Nadir 
returned empty-handed to 
Cyprus, which he had left less 
than 24 hours earlier. Earlier, 
employees gathered outside the 
group’s offices In Nicosia after 
more than 100 were told that they 
haria been Tn«rip red undant. 

The dismissals raised fears of 
further job losses in northern 
Cyprus where Polly Peck is the 
largest employer with a work 
force of more than 8^00. 

Mr Richard Stone and Mr Jim 
Truscott, the accountants who 
are reviewing Polly Peck’s 
operations in Turkey and Cyprus 
for Coopers & Lybrand Detattte, 
also returned to the island. 

They left Cyprus on Monday 
after being told that an interim 
court injunction, granted follow- 
ing an application by seven 
orange formers, prevented them 
from having access to any of the 
group's company records. 

They will learn this morning 
whether the Injunction has been 
lifted. 
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ONE PROPERTY 
ORGANISATION.. 


LOCATIONS 

One property organisation offers an unparalleled range of 
industrial and conunercial property and land in seventeen New 
. Towns across England. 

This organisation offers unrivalled opportunities to 
industrial and commercial businesses, investors and 
developers. 

This organisation is the Commission for the New Tbwns. 

For further information dial 100 and ask for Freephone CNT 
Property Centre 

Basildon, Bracknell, Central Lancashire, Corby, Crawley, 
Harlow, Hatfield, Hemel Hempstead, Northampton, 
Peterborough, Redditch, Runcorn, Skehneisdale, Stevenage 
Warrington, Washington, Welwyn Garden City. 
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Higher crude oil 
price helps boost 
Texaco by 25% 


By Alan Friedman in New York 


SHARPLY higher erode oil 
prices helped the upstream 
side of Texaco, the large US oil. 
and gas company, which yes- 
terday reported a 25 per cent 
jump hi third-quarter net 
income to S381m or $1.38 a 
share. 

Texaco said its third-quarter 
revenues rose to Sllbn in the 
period ending on September 30 
from 58.41m last year because 
of higher crude and product 
prices as well as higher sales 
vol ume . 

The company’s net income 
for the first wtwa months was 
halved year-on-year to SL06bn. 
However, this occurred 
because the 1989 results had 
included a one-time $l.lbn gain 
from the sale of Texaco Can- 
ada. 

Revenues for the first nine 
months of this year were 
$28.8bn against $26.4bn in the 
same period last year. 

Mr James Kiimear, chief 
executive of Texaco, yesterday 
said that events in the Middle 
East caused an uncertain and 


volatile world oil market,, 
which added 54 cents a gallon 
to the price of crude during the 
third quarter. 

He acknowledged that this 
increase benefited the compa- 
ny's upstream results. 

However. downstream 
refined product margins had 
declined significantly since 
July due to the inability of the 
marketplace to absorb higher 
crude and product acquisition 
costs. 

Mr wiTingar said Texaco’s US 
wholesale petrol prices 
increased by less than half the 
rise In crude prices. 

He said its petrochemical 
results - which were $12m for 
the third quarter against $69m 
last year — were also hit by 
increased raw material costs as 
well as kwerprices. 

Texaco’s exploration ai d 
production results were $207m 
for the third quarter, up from 
5124m a year ago. 

Mnm ifarl n r h i g and market- 
ing profits were $108m against 

574m. 


Dyno rises to IN Kr 280m 
and appoints president 

By Our Financial Staff 


DYNO, the Norwegian 
chemicals and explosives 
gram, yesterday announced a 
rise in rn no-m o nth pr o fi ts and 
announced the appointment of 
Mr Arild Ingierd as president 
and chief executive. 

Mr Ingierd has been Dyne’s 
executive vice-president and 
chief operating officer since 
1985. He replaces Mr Hans 
Bjoentegaard, who resigned in 
August citing “co-operation 
problems” with some employ- 
ees. 

Dyno said profits before 
year-end appropriations rose to 
NKr28Qm (547.5m) in the first 
nine months of 1990 from 
NKr248m in the same period 
last year. Turnover rose to 
NKr&QZbn from NKr&64bn. 

AH the company's divisions 
performed better in the latest 
period. “The biggest improve- 
ment] was in explosives and 
chemical activities,” Dyno said. 


arirHntr t>mt “more than 80 DOT 
cent of Dyno’s sales income 
comes from outside Norway”. 

The explosives side had 
achieved most of its growth in 
the US, where sales and profit- 
ability had developed favoura- 
bly. Results also unproved fn 
Norway, and in Sweden the 
results were good, although 
not up to last year’s level. 

In chemicals, lower prices 
reduced sales, but profitability 
improved, especially in south- 
east Asia and Norway-based 
operations. 

Overall, profits in the third 
quarter were slightly weaker 
than earlier in the year, due to 
higher net financial expenses. 
Dyno said 1990 profits would be 
sli ghtly lower than last year, 
due to Ihe uncertainty caused 
by the Gulf crisis. Higher oQ 
prices could lilt the cost of 
Dyno’s most important raw 
ma terials. 


NEWS IN BRIEF 


Neste lifts 
profits to 
FM1.69bn 

NESTE, the Finnish 
state-owned oil and chemicals 
group, yesterday announced an 
increase in eight-month group 
profits before reserves and 
taxes to FMLSSbn (5472m) from 
FML42bn the previous year, 
writes Unique TessierL 

Operating profits rose to 
FM2£8fan from FM2.18hn, Con- 
solidated sales were up by 18.7 
per cent to FM27.7bn from 
FM2333bn. Neste, which is not 
publicly quoted, att rib ute d the 
increase in group profits to 
higher global oil spot market 
prices. 

About half Neste’s sales 
were generated by its trading 
and supply division, which saw 
sales increase to FM13.56bn 
from FBdlSlhn. 

■ Adidas, the German sports 
equipment company, will 
break even this year and 
achieve profitability in 1991, 
according to Mr Bernard Tapie, 
the French financier who 
recently bought the company, 
agencies report. 

Mr Tapie also said a new top 
manager would be ap p oi nte d to 
Adidas, which a loss of 
DM130m ($85m) last year. The 
person, who he said was 
among the best-known indus- 
trial managers in west Ger- 
many, would be waiwari after 
the supervisory board meeting 
on October 29. 

■ Mr Silvio Berlusconi, the 

Italian madia ifi 

selling his three pay-TV sta- 
tions, the Telepiu network, to a 
group of Ttinp Italian h ngineaa 
executives, Reuter reports. 

Mr Berlusconi did not dis- 
close the value of the dual but 
said press reports that the 
accord was worth between 
L450bn (5396m) and L550bn 
were accurate. He had to sell 
the network to comply with 
recently-passed legislation 
regulating media ownership. 

■ Banco Santander, the Span- 
ish bank, yesterday reported 
consolidated pre-tax profit up 
by 1596 per cent in the first 
nine months of 1990 to 
Pta76.6bn (5808m) from 
Pta6&5bu in the period a year 
earlier, AP-DJ reports. Net 
interest income grew 10.87 per 
cent to Ptal439bn, despite a 
37.55 per cent sur ge in finan- 
cial costs to Pta3Q1-6bn- 


Loral deal heralds satellite alliance 



By Martin Dlcfcnon in New York and William Dawkins in Paris 


THE AGREEMENT by Loral, 
i the US defence electronics 
group, to sell 49 per cent of Its 
satellite business to three 
i European partners is the latest 
1 in a series of international alli- 
ances in the world satellite 
industry. 

Under the accord, Loral will 
SOU, for 5182m, a 49 per cant 
stake in the former space 
systems division of the Ford 
Motor Company to Aerospat- 
iale and Alcatel, the French 
aircraft and telecommunica- 
i tions groups, and Selenia Spa- 
zio, the Italian aerospace com- 
pany. 

This should create from 
early in 1991 one of the world's 
largest producers of civil tele- 
communications and weather 
satellites, with sales of 
FFr6 .5bn ($L23bn) and 5,000 
employees. 

This is dose to the FFr7bn 
turnover of Hughes Aircraft, 
the industry leader, owned by 
General Motors. 

The recently-pooled satellite 
businesses of Matra of France 
and Marconi of the UK have a 
turnover of up to FFr4 bn, 
while the satellite-making 
merger cur rently hping negoti- 


FRENCH market regulators said that tbe five biggest 
shareholders of Navigation Mixta had signed an agreement 
to protect the French holding company against unwelcome 
takeovers, AP-DJ reports. 

The Soetdtt des Bourses Francoises said a five-year deal 
had been signed by Compagnie Finanddre de Paribas (30 per 
cent); Credit Lyonnais, the bank group (10-37 per cent); 
Allianz, the German insurer (9.15 pot cost); Sodetd Gdndr- 
ale, the French banking group (5.25 pot cent); and Sodtite 
Central® dlnvestissement (7.21 pot iwit). 

The pact had been anticipated as the conclusion of last 
year’s failed takeover bid for Navigation BQxte by Paribas. 


side brought with it spe- 
cial technical expertise and 
access to markets. 

Find’s space systems divi- 
sion has a turnover of some 
5350m and combining forces 
with -the European companies 
will move it closer in size to U5 
rivals Hughes Aircraft, and the 
space operations of General 


ated between Deutsche Aero- 
space and General Electric of 
the US would have annual 
sales of up to FFribn. 

The European companies are 
being offered part of Ford's 
aerospace division, which 
Loral won in an auction last 
July. 

This does not indude Ford 
Aerospace's other space-related 
businesses, whose primary cus- 
tomers are Nasa, the US space 
agency, and the US Depart- 
ment of Defense. 

Both Aerospatiale and Alca- 
tel were in rival tpamn which 
Tronic unsuccessful to buy 
the Ford business this year. 
Until they oi gne! thw memo- 
randum Of nndgrwtamrtlng with 


Loral, the two French compa- 
nies were discussing a joint 
venture. 

This was based on the match 
between Alcatel's experience in 
making satellite payloads and 
Aerospatiale’s expertise in plat- 
forms. the stru ctu res which 
carry the working parts of sat 
ellites. Clearly, the French 
companies have now aban- 
doned the joint venture in 
favour of this new form of 
cooperation, said Alcatel offi- 
cials. 

Loral felt that zt needed to 
put its resources with those of 
European companies to be a 
powerihl international compet- 
itor in the sector, said a repre- 
sentative of the US gronp. 


• Aerospatiale staged a big 
profits tururound in the first 
half of this year, with FFrifim 
of net Income, as against a 
FFrl09m loss in the same 
period of last year, the state- 
owned group announced yes- 
terday. 

Strong civil airc raf t sales by 
Airbus Industrie, the European 
consortium in which Aerospat- 
iale is a leading partner, were 
the main factor. 

Aerospatiale warned that the 
steep fan of the — to 

which aircraft sales are denom- 
inated - would make it diffi- 
cult to match the FFX204m net 
profit made. In 1989, 

Sales rose by 6-6 pot cent in 
toe first half, to FFrl&m from 
FFrl4.07bn, and are expected 
to reach FFX33bn for the full 
year. 


Slowdown in construction 
hits Weyerhaeuser results 

By Barbara Durr in New York 


Slow sales cause Fiat to 
reduce production targets 


WEYERHAEUSER, the big US 
conglomerate best known for 
its forestry products, saw 
third-quarter net «arningq fan 
by 46 per cent to 590.6m 
or 42 cents per share from 
$168.8m or 78 cents last 
year. 

Third-quarter sales fell 
12 per cent to $2.Sbn from 


For the winp months 
September 30, net income was 
53344m, down 29 per cent, and 
sales were $69tm, a drop of 8 
per c en t. Earnings per share 
totalled $L57, down. 29 per 
cent 

Mr George Weyerhaeuser, 
chairman, said the largest 
declines in the third-quarter 
results were in busi- 
nesses related to new constnzo- 
tion. 

US housing starts have 
dropped off and other 
construction projects have 
slowed as the economy has 
faltered. 

Earnings in the company’s 
building products division 


were down 56 per cent and 
those in its construction 
subsidiaries fell 59 per cant. 

Mr Weyerhaeuser added that 
domestic log and timber prices 
have fallen because of a 
depressed US lumber market 
While the domestic market is 
unlikely to improve In toe near 
term, exports of those wood 

S redacts should increase as 
span’s inventories of inwito* 
and logs are used up, he 
said. 

The company, based in 
Takoma, Washington, also 
expects some improvement in 
the cyclically low prices for 
paper and paperboard, with 
upturns particularly for 
newsprint, linerboard and 
some paper grades. 

The company is completing 
its restructuring to narrow its 
business base and this took 
522.7m off net earnings, or 11 
cents per share, in the third 
quarter. 

Weyerhaeuser shares fell % 
to $19 in morning trading on 
tbe New York Stock Exchange. 


By John Wyles In Rome 

CONTINUING difficulties in 
holding its domestic market 
share lie hoWnH a Hariginm by 
Flat Auto to reduce its produc- 
tion target this year by 90,000 
units instead of the 75j000 tar- 
geted only two months ago. 

As a result, toe Turin com- 
pany, which holds second posi- 
tion in European 
will be laying off 70,000 work- 
ers for a week next month 
rather than the 35,000 who 
were laid off for a week last 
month and thin. For the first 
time thi« year, assembly lines 
at Chtvasso, Cassini and Pom- 
igibmn d’Arco win be baited to 
control stocks. 

Although car galas in Italy 
fell by 7.46 per cent last month, 
total deliveries of i «m to Ital- 
ian customers are still 0.25 per 
cent higher than in the first 
nine months of last year. If 
Flat had continued to hold its 
1989 share, it would have sold 
about 75,000 more units this 
year. 

In fact Flat marques, which 
include Lancia and Alfa 


Romeo, have accounted for 
about 53J> per cent of sales 
compared with nearly 58 per 
cent in the same period last 
year. Imports have risen from 
4196 per cent to 46J5 per cent 
with Ford winning more than 3 
percentage points to take 7.41 
per cent 

Against this background of 
growing p r es sur e in its home 
market. Fiat’s talks on possible 
collaboration arrangements 
with Chrysler of the US are 
bel ieved to be making some 
progress. 

Mr Gianni Agnelli, the Flat 

rhafrwmn mM thlq Week that. 

"there are possibilities of 
industrial and commercial 
accords” with Chrysler but his 
company was refusing to 
reveal any more. 

Flat is known to believe that 
its product line is incomplete 
without a four-wheel drive lei- 
sure vehicle and, after consid- 
ering an arrangement with a 
Japanese producer, may now 
draw from the Chrysler Jeep 
range. 


lapses ;£74m 
hostile bid 
for Caird 

By Andrew Potflar 

in London 

SEVERN TRENT, tbs privat- 
ised water company* is to lapse 
its hostile £74m ($l43ra) cask- 
hid for Caird Group after tak- 
ing fright at the waste manage: 
ment company's defence doco- 
mezzt 

Severn Trent will withdraw 
its lOOpa-shaxe cash bid today 
in spite of having received 
acceptances from owners of 
562 per cent of the ordinary 
shares In Caird, formerly * 
stockmaricet high-flier. 

However, the Takeover 
Panel has refused Severn Trent 
permission to submit a lower 
offer immediately. Tbe water 
company, one of tbe UK’s larg- 
est, will appeal. 

Caird shares yesterday 
closed 2p higher at 54P, while 
Severn Trent shares rose 3p to 
2Q5p. 

Severn Trent is left bedding 
29.98 per cent of toe ordinary 
shares in Caird, which it spent 
£i6m acquiring after the bid 
was launched last month. 

The outcome of the first hos- 
tile takeover attempt to be 
launched by one of the 
recently privatised water com- 
panies te an embarrassment for 
Severn Trent and Mr John Bel- 
iak, its rfMliman. 

Severn Trent could make a 
lower offer for Caird in a year's 
time, if its appeal against the 
Panel’s ruling against an 
immediate lower offer fails. 

It could also place its stake 
and then sue Caird for making 
what Severn Trent considers to 
be a misleading profits forecast 
last month, on which Severn 
Trent based its offer. 

A representative of Samuel 
Montagu, the water company’s 
adviser, said Severn Trent had 
protested to the Takeover 
Panel within an hour of Caird’s 
defence docu ment being pub- 
lished last week, that the prof- 
its claimed were practically 
non-existent 

The water company made its 
offer conditional on Caird 
repeating a forecast, given on 
September 4, that it would 
make pre-tax profits of £8J>m 
in tile IB months to December 
31. Caird said last week it 
would make only £7J5m, and 
made extnwMdinary proviBitms 
of £489m to cover anticipated 
losses and closure costs. 
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CHAIRMAN’S MESSAGE 
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FIRST HALF 1990 HIGHLIGHTS 


Dear Shareholder; 

We are pleased to announce that Havas Group earnings 
for the first half of 1990 exceeded projections made at the 
beginning of the year With consolidated operating profit up 
23.9% on tbe same period of 1989, our performance places 
us out in front of most other French blue chips. 

In terms of adjusted stock price, your company has 
turned In one of the strongest showings of any of the large 
French corporations privatized in 1987. 

Like all businesses, we are obviously dependent on the 
overall economic environment Yet the sectors we are 
involved in are relatively uncyclical and not directly affected 
by current upheavals. 

Still the market slump has pushed Havas shares well 
below earlier peaks and we feel that you, as a shareholder, 
will naturally want to know how we assess the repercus- 
sions of current events on your company. 

Political trends in Eastern Europe during the first half of 
the year are dearly towards a market economy. Hie East’s 
overwhelming need for consumer products represents siz- 
able medium and long-term markets for Western com- 
panies. 

We have not shied awgy from these opportunities, and 
during the first half of the year the Havas Group signed a 
number of exdusive advertising representation contracts for 
several East German, Czechoslovakian. Hungarian, Russian 
and Ukrainian media. 

That said. Eastern Europe’s medium-term potential 

should not lead us to neglect room for development in the 
West, where communications markets are for toe most part 
for from saturated. 

Our priority is Europe and our development focus, sec- 
tors with strong growth potential Our approaches were not, 
are not and will not be the same in each country. Ail how- 
ever, are guided by a common strategy: adapt to toe market, 
diversify risks and optimize return on investment by work- 
ing with the professionals who have produced toe best track 
records. 

Advertising expenditure per French household equipped 
with TV in 1989 amounted to $102 as compared to $298 
in the United States. $294 in Japan. $205 in the United 
Kingdom and only $44 in West Germany. 

This analysis led us to invest heavily in the German mar- 
ket several years ago, particularly through Compagnie 
Luxembourgeoise de T9£difiusion and the IP group. 

All Group companies are now poised for rapid expansion 
outside France, with top but not exclusive priority given to 
Europe, while continuing to generate increased profits. The 
quality of their products and services has yielded solid 


dividends: a very high degree of client loyalty and a proven 
capacity for ongoing growth. 

Most large French corporations enjoy very healthy finan- 
cial positions, with substantial reserves and limited bor- 
rowing. Should the pace of growth falter and inflation pick 
up by one or two points, these companies would go all out to 
gain market share - even against a backdrop of slower over- 
all growth. And this, in turn, would imply sustained or even 
higher advertising investment 

In times of flagging economic growth, experience shows 
that it is the leaders in each media field that gain market 
share. And as it happens, Havas is the leader in virtually all 
sectors where it Is represented. 

For all these reasons, our activity is relatively immune to 
cyclical swings, provided of course we pursue an unrelenting 
drive to improve productivity 

The downswing in financial markets affords us greater 
opportunities: we have over 3 billion French francs, net of 
any debt, to invest We will not curb our pace of annual 
investment but we will remain highly selective. 

Likewise, we will continue to divest non-strategic assets 
on a gradual and planned basis. Thus during the first halt 
Eurocom sold two Paris supermarkets as well as the TPi. 
packaging companies on excellent terms. 

Results for toe first six months of toe year outpaced initial 
forecasts despite the sluggishness of toe British market 
which we expect to account for only 3.5% of net income 
excluding minority interests. Offsetting this, our German 
companies turned in excellent performances: toe German 
market should account for some 10% of our 1990 income. 

For the fall year; we expect to generate net income exclu- 
ding minority interests of some FF U50 million, amounting 
to about FF30 per share, an increase of 18% compared to 
1989. 

Havas is in good health. Working within a vigorous, 
clearly-defined organization, our staff is committed to 
success. And with your support we will remain out ahead of 
the pack. 

In a climate where pessimism often prevails, espatially in 
toe financial markets, we can assure you that toe Havas 
share - 20th in terms of French market capitalization - will 
continue to deserve your confidence. 


l&uti M 

Pierre Dauzier 


CONSOLIDATED RESULTS 

FOR THE SIX MONTHS (In FF miUtons) 

ENDED JUNE 30, 1990 

June 30 
1990 

Jnae30 1 
1989 

pro forma 

Jane 30 
1989 
bode 

Growth 
1990/1989 
pro forma 

Growth 

1990/1989 

book 

Revenues 

11809 , 

9,932 

8,740. 

+ 18.9% 

+ 35J.% 

Income from current operations 


799 


♦ 23.9% 

+ 239% 

Consolidated net income 

878 


577 

♦46.1% 

+ 522% 

Net income excluding minority interests 

694 

454 

469 

♦ 529% 

+ 479% 



NET INCOME PER SHARE 
excluding minority interest 
AND DIVIDEND PER SHARE, 
indndlng "avoir fiscal" 
tax credit fra FF) 


□ Net income 
■ Dividend 

\u 1M 

1985 1986 1987 


1988 1989 1990 E 


THE HAVAS 

700 

SHARE PRICE 

600 

SINCE MAY 7. 1987 

500 

"Adjusted price (in FF) 

400 


300 


1879 



January 

February 

March 


Angus! 

September 


7/05/87 1/0 1/88 1/01/89 1/01/90 1/10/90 


THE 1990 CALENDAR 

IP signs an exclusive advertising contract with toe Soviet regional television network. 

Canal + Germany broadens its shareholder base. 

Havas Tourism buys the SCAC Voyages travel agent network from the Bollorg group. 

IP becomes the exdusive advertising representative for the DFF1 and DFF2 East German TV 
channels and Radio AkfueH 

Comareg lists on the Ftench Second Market with demand for exceeding the number of shares 

offered. 

The Havas share is split two-for-one, and a one-for- three bonus share allotted. 

AHM is awarded toe advertising franchise on Australian railroads. 

The Avenir Havas Media share moves to the top tier monthly settlement market on the Parte 
Bourse. 

IP becomes exdusive advertising representative for the two Czechoslovak state TV channels. 
Haras reserves a fresh issue to employees through the Corporate Savings Plan, adding 05% to 

Havas acquires a 7% stake in tire Galiimard publishing house. 

Havas launches an ADR program in tbe US (cusip number 419-312-202). 

Havas restructures its publishing operations, fitting Editions Robert Laffont into Grouoe de 
la CM 

Havas Tburism takes a 13% stake in Business Have! International . 

Eurocom creates its ‘Eurocom Corporate & PR” unit 
Canal ♦ starts broadcasting pay TV programs to Spain. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT INVESTORS RELATIONS DIRECTION - HAVAS - 136, AVENUE CHARLES-DE-GAULLE - 92200 NEURJY-SUR-SEINE - FRANCE - TEL : 33 ( 1 ) 4747 31 3 g 
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INTERNATIONAL COMPANIES AND FINANCE 

Alcan not foiled by world downturn 

Kenneth Gooding on the metals group’s confidence despite spending cuts 


* ” A lean, the world’s Wg- 
Li gmt pr oducer of aln- 

X A IS wnritohig 

cutting capital investment 

r i in view of the uncertain- 
arising from the Gulf cri- 
sis, says Mr Jacques Bougie, 
presid ent of . the Canadian 
group. 

The group said in May it 
would cut expenditure by 
nearly a quarter this' year, 
from US$L3bn in 19& to Hbn, 
in view of & tighter almninjmn 
iramftet and lower prices. “We 
haye the llexihffity to poll back 
capital expenditure «gam in. 
1991 and a review is going on 
to consider whether we should 
do so.” said Mr Bougie. 

He said he would be "^ttezy” 
if Alcan were operating only m 
North America. The. US, Can- 
ada, Australia and Brazfl were 
a ll in r ecession, .but economic 

acti vity In Europe (excluding 

the UID and south-east Asia 
was still going weH 
Alcan needs to spend about 
$40Qm a year just to keep its 
capacity ticking over. It has 
also pledged to replace its out- 
dated smelter system in Que- 
bec, at an estimated cost of 
C$3bn (US$2.6bn). So far about 
C$800m has been spent on its 
LaterriSre smelter, which 
replaces 10 of the 14 out-of-date 
pot lines at the old Arvida 
facility. 

When Alcan’s income was 

boosted by excep tkmally high 
aluminium paces at the end of. 
the 1080s, it speeded up the 
Latemfere project so that the 
first phase, was Wwi«h«ni in 
December, last year and the 
fourth, and final, phaw wffl.be 
completed early in 199L 
Once the Quebec capacity is 
completely regenerated, Alcan 
vrill get 100,000 to 120,000 
tonnes more metal a year from 
the same power-supply base. 
Last year the groqp produced 



Jacques, 
have the 


about L&u tonnes of primary 
alumtnkzm, ^ iw« year’s out- 
put should be about the same. 

Mr Bougie insists the alu- 
minium Industry's fundamen- 
tals remain sound for the lon- 
ger term. Alcan sees demand 
for almtifnimn growin g at an 

a nnu al 3J. pgr /yyfr rmHl lha 

year 2000, with demand for 
new metal growin g at 2 per 
cent and. for secondary (scrap), 
at more than 4 per cent Ann a 

onalfar Tffly* 

The industry’s efforts to 
recycle more aluminium 
should see secondary metal 
accounting for 40 per cent of 
total supply within, 10 years, 
compared with 30 per cent 
now. Hiw would provide nmpii 
at the g*t ru alummxum weeded 
for expected growth in the next 

/fawnla 

Mir Bougie suggests Alcan is 


Reve n ue s 
Net Income * 
Capital expenditure 


in much better shape to 
any economic dow ntur n than 
it was in the recession of rim 
mid-1980s. The group spent 
$416m to rationalise dm-mg the 
bad years, of which 560m went 
for early payments. 

Employment was cut from 
70000 to 57,000, and more than 
(300m lopped from annual run- 
ning costs. 

Mr Bougie says Alcan has “a 
tremendous competitive” 
advantage in its drive to cut 
costs and become more com- 
petitive. Tins is because it is 

file most int w iyg HrmoT of at! 

the world’s aluminium compa- 
nies, with more than 11)0 plants 
in 18 countries. The fact t h at 
we are able to pick the best 
worldwide hard and soft tech- 
nologies to put to work in 
Alcan wffl give great benefits 
in the future,” he says. 

Alcan is also in a position to 
take part — as a credible, reli- 
able supplier — in mar- 
kets where there is a trend 
towards globalisation. For 
example, the car producers 
“wan t one product to the same 
standard wherever they oper- 
ate in the world”. 

Not only does Alcan have 
great o p p ortuniti es to share in 
European and south-east Asian 
growth - expected to be much 
more rapid than in North 
America - but it should also 
outpace the alumizmnn market 
in the US, a c ountry it mitered 
in the 1960s. It was only two 
years ago that Alcan e n te r ed 
the US alTwiinfnm g y t pininn 


— B— » 

1981 

iwt 

Run 

1988 

fncoma i 
i (US$m) 

1987 

md i 

1988 

9.047 

8JQ6 

6^78 

BJOSB 

835 

831 

433 

277 

1*466 

676 

415 

342 


5,831 5378 
(147) 284 

597 427 


market, the biggest of its kind 
in the world. 

Alcan is also in good shape 
to take part in the further 
rationalisation and reshaping 
of the world's aluminium 
industry, a process which is 
not yet over. Recent high metal 
prices have simply obscured 
the difflcuMias for some in the 
industry. 

In Europe, Alcan’s strategy 
has been to increase the speci- 
alisation of its plants as foe 
European Community moves 
to bring down foe remaining 
tariff barriers. However, says 
Mr Bougie, Europe will not 
become one market overnight 

“For the nest 10 years there 
win jftf ti be wnw national mar- 
kets for some products. There 
will be many regional busi- 
nesses and winhffs in packag- 
ing, fix: pgflmp ip. So it is not 
possible for Alcan to have one. 
sweeping strategy for Europe." 

T he opening up of east 
European markets 
should provide Alcan 
with a considerable bonus 
because “ we'v e had a window 
to eastern Europe for 15 years. 
We have credibility with their 
Industry. We want to capitalise 
on ttwt unil mi our technical 
abilities 0 . 

Mr Bougie says aluminium 
was used in most eastern Euro- 
pean countries mainly for 
products deemed to be strate- 
gic. So there is a huge latent 
riwiwnrf for aluminium build- 
ing, construction and packag- 
ing products. 

Alcan's German subsidiary 
already hffi signed a coopera- 
tive agreement covering rolled 
products and foil with a num- 
ber of companies in foe former 
east Germany. Alcan will pro- 
vide technology, and foe part- 
ners will mu Alcan's alumin- 
ium building products. 


NBK PROPERTY GROWTH FUND 
(The Company) 

NOTICE TO SHAREHOLDERS OF EXTRAORDINARY GENERAL MEETINGS 

NOTICE IS HEREBY OVEN that an Extraordinary General Meeting of the Company will be held at Le GaRais Chambers, 54 Bath 
Street, St Holier, Jersey, C.L on the 15th day of November 1990 at 1 1 .00 am for the purpose of considering and. if thought fit, 
adopting a Special Resolution flat the Company be wound up voluntarily and that David Waters of Ernst & Young in Jersey be 
appointed Liquidator for the puposes of winding up the Company and that the Company be dissolved. Notice Is also given that, 
subject to foe Special Resoftdfan being adopted at the first Extraordinary General Meeting, a second Extraordinary General 
Meeting of the Company win be held at Le GaHais Chambers, 54 Bath Street. St Heller. Jersey, C.I. on the 3rd day of December 
1990 at 1 1.00 am for the purpose of confirming such Special Resolution. 

REASON FOR SPECIAL RESOLUTION 

The Directors of the Company, in view of the present circumstances in the Gulf and after contacting as many of the shareholders 
of the Company as possible in order to obtain their views in foe light of such circumstances, have met to consider what action 
should be taken by them In order to protect foe best Interests of the shareholders of the Company. The Directors have resolved 
to convene the above mentioned Extraordinary General Meetings in order to afford the shareholders an opportunity to meet and 
decide whether ft should be attempted to return shareholders’ funds to them. 

The above course of action has been decided upon by the Directors, firstly, because it is felt, in view of the present circumstances 
In the Guff, inappropriate to commit shareholders' tends for foe term of seven years being the length of time for which the 
Company was initially estabflshed. 

SeconcBy, it is felt inappropriate that sh&ehoktefs' tends should be invested in property in Europe as It has been Indicated to the 
Directors that foe shareholders would prefer their assets to be held in more liquid form (i.e. cash}. In this connection, 
shareholders should note that, to date, no property investments have been made by foe Company and that foe shareholders' 
subscriptions received by foe Company remain uninvested and, except to the extent that there have been disbursements, are 
held in cash. 

EFFECT OF SPECIAL RESOLUTION 

If foe above mentioned Special Resolution Is adopted and subsequently confirmed by the shareholders in general meeting then 
the Company will be formally liquidated and a Liquidator appointed with all foe powers necessary for him to carry out the winding 
up of the Company whereafter the Company wifi be efissotved entirely, it is anticipated that substantially all of the assets of the 
Company will be distributed by the Liquidator as soon as possible upon his appointment Where possible, such distributions will 
be made directly to shareholders' accounts In the United Kingdom or, in cases where this is not possible in view of the present 
circumstances in foe Gulf, It is anticipated that assets will be vested in trusts for foe benefit of shareholders pending distribution 
directly to shareholders’ accounts. Sufficient assets win be retained for such period as the Liquidator considers appropriate for the 
purposes of ensuring that there are no further outstanding fiabilitias of foe Company, whereupon foe remaining assets of foe 
| Company wfli also be distributed to the shareholders. 

; COPIES OF SPECIAL RESOLUTION AND LETTER FROM THE DIRECTORS 

Shareholders may obtain a copy of foe above mentioned proposed Special Resolution which sets out foe Liquidator's proposed 
powers in full, a proxy form (authorising a proxy to vote on behalf of shareholders}, and a copy of the letter from the Directors of 
the Company containing an estimate of the assets and liabilities of the Company, by contacting either: 


National Bank of Kuwait SAK 
London Branch 
13 George Street 
London 
W1H5PB 

Attention: The Manager 
Tel: 0712242277 
TelexB92 348 NBK LDN G 
Fax: 071 223 2101 


Elders sells rural divisions I Japan brokers fall sharply I Dated 24th day of October 1990 


By Bruce Jacques in Sydney 

RT-mres EEL. the -diversified 
Australian brewing group, has 
continued its much-touted 
divestment programme with 
the. sale yesterday of three 
rural divisions, mostly to Con- 
Agra, the US-based agricul- 
tural company. 

The two companies jointly 
announced sales, which 
involv e BM are* brewing materf- 
als operation, its International 
wood business and part of its 
m«at division. 

t v package is slightly dff- ’ 
ferent from that proposed 
when the deal was first mooted 
several months ago at a 
rumoured A$360an (US$2T7m). 

HICO I 

INCO LIMITED 

Dividend Notice ; 

Sorted B Preferred Stare* 

A quarterly dMdend dtZ89)b par annum 
peratara haa baon daeferad pa yafata 
Oacambar S.' 18 eo to aharabahtara of 
record aa of Novambar 2.190a 

Common Stare* 

A quarterly dMdand erf 25 cam par 
•hare In U.S- funds has baan declared 
payable on December 3. 1990 to 
■harahoktarsofDacanlaeofNomiiibarZ 
199a Under, the C o m pany Optional 
Stock DMdand ftO0mn.the efivtdend la 
atMpayabfefeOnmmorrSh OTAla a n e d 
MtthakmuWtvakmtalhomahmhoklm* 
n hoa fe cf byN o rei rtb e r g.lQOOtoieoalre 
■took dMdenda fe Beu of cash. Copies of 
the proapactm tortheAocpam may be 
obtained by writing to Shareholder 
Servkwa. Office of the Secretary, at 
P.O. Box 44. Royal Wunfl b— Otorenlft 
Ontario M5K1N4. 

By onferof the Board of Director* 

■ SAL Hand, Secretary 

Toronto. Ontario 
October 22. 199a 


It is speculated that Biifam wffl 
receive under A$300m. 

Mr Keith Lawson, rhirf exec- 
utive of Elders Agribusiness, 
said ConAgra would buy the 
brewing materials and wool 
trading divisions outright. 

• AsaM Breweries of Japan 
has made its foreshadowed 
foray into Elders shares, laying 
out about Aywm for 66.7m 
shares; or nearly 3 pear of 
flip company's eppital. 

The purchase is part of Asa- 
hfs stated plan to take a 193 
per cent stake in Elders with 
the remaining shares being 
purchased from Eiders ' main 
shareholder, ffaflm Holdings. 


ASLK-CGER IFICO 

¥4,000,000,000 

Floating Rate Nikkei 
Average Notes 
Due 1992 

Unconditionally and 
irrevocably guaranteed by 

Ateemene Spaar- en 
Lyfrentekai/Caisse 
Gdnerale d’Epargne et 
de Reunite 

Notice la hereby given that die 
Rate of Interest for the Interest 
Period bom 24th October, 1990 
to 24* April, 1991 is 9.90% per 
annum, interest payable on 24* 
April, 1991 will amount to 
¥493,644 per VI 0.000,000 
p rin cipa l amount of the Notes. 
Asem Bank 

The Lcoa-Terre Credit Bank 
of Japan, T Jmiurf 
Tokyo 


By ten Rodger in Tokyo 

JAPAN’S 10 second-division 
brokers all reported sharp 
daciinea in their operating 
tiwwnp and profits In the six 
months to September 30, a 
reflection of the deep affda in 
Japanese stock marlf^ and 
thrfr weaker position in the 
market compared to the big 
four: Nomura, Daiwa. NSkko 
and Tamajdu. 

Many find been investing 
heavily in expansion in an 
attempt to dose the gap with 
thp big four when the nwrimt 
fan • 

Trading volume on Ja p anese 
stock exchanges in the six 
months to September was 233 
per cent lower t han in the 
same period of 1989/ Also, in- 


June, commission rates were 
cut by an average 7 per cent 

Two of the 19, Yamatane and 
Dai-lchi, plunged into losses. 
Yamatane attributed its espe- 
cially poor performance to 
tumbles in the value of its 
holdings of bank shares and 
other securities. 

New Japan Securities, one of 
the largest seccod- dt vfsiop bro- 
kers, has set up a task force to 
streamline its oper at ions. Hie 
company, which has close ties 
with Tndnglrigl Himlc of Japan, 
has transferred 60 people from 
the cle ric al division to sales 
Jobs to improve its retail sell- 
ing power. 

Kankaku is slowing its 
branch RnwrodDn pa aroiuM» 


JAP ANESE B ROKER S’ RESU LTS 
Six months to snd Soptaraber 


Fbm 

Rsvsnus 

Yfan % change 

Pretax pcoflt 

Ybn % ctang» 

Net 

Ybn 

pro® 

% change 

Kokusai 

87.7 

-10lB 

233 

-283 

83 

-373 

New Japan 

83.1 

-17.4 

63 

-78.1 

13 

-00.7 

Kankaku 

67.7 

-25.4 

6.7 

-78.4 

02 

-08.0 

Sanyo 

62.1 

-16.7 

4.7 

-773 

53 

-401 

Wako 

59B 

-153 

113 

-453 

7 A 

-813 

Okasan 

4&5 

-13.7 

73 

-443 

33 

-433 

Cosmo 

. 352 

-253 

43 

-07.4 

3.1 

-483 

Tokyo 

26.1 

-22.7 

13 

-813 

13 

-713 

OaMcN 

23.1 

-283 

-1.1 


-13 


Yamatane 

1ZO 

-sao 

-43 


4 A 

-113 


Birla, Akzo In chemicals ventures 


B£RLA, the large diversified 
Tndinn group, and Akzo, the 
Netherlands ch emical s group, 
are to mannf ac tnre polyester 
filament yam (PFY) and speci- 
ality chemicals in India, writes 
Knnal Bose in Calcutta. 

Bqjashree PolyfQ, a RsSL5bn 


($135m) joint venture in 
Gujarat, in which Birla will 
hold 25 per cent and Akzo 20 
per cent, will produce 15,000 
tonnes of PFY a year. 

Centex Chemicals, a Rsl40tn 
joint venture in Maharashtra, 
will produce organic peroxide. . 
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MORGAN GUARANTY TRUST 
COMPANY OF ICW YORK , 
Bnaaeto Qffica ae Warrant Agont 


CATALONIA 

The Financial Times proposes 
to publish this survey on: 

16tb November 1990 


For ■ lull editorial synopsa and 
fidvC rtfamiCM 4 mirfla L 
pfcaKcuntecc 

Richard Ofircr 
F faaarisl Times, (Spa*) Ltd, 
Sonan 58, 28001 Madrid, 

Spain. Td Ma*ad S77 0909 
Fax MaihU 577 6813 
or write to Sandra Lynch: 
Number One 
Southwark Bridge 

T Yimirm 

SEi 9HL 
Fax: 081 873 3079 
Td: 081 873 4199 
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Ernst & Young Fund Administrators Limited 

POBox 621 

Le Gallais Chambers 

54 Balh Street 

St Holier 

Jersey 

JE4 8YD 

Channel islands 

Attention: Mr P W Hargreaves 

Tel: 0534 33 700 

Telex: 419 2248 ERNJY G 

Fax: 0534 23 265 


>ER OF THE BOARD 


For and on beftalf of 
ERNST & YOUNG FUND 
ADMINISTRATORS LIMITED 
(Secretary) 


NOTE: A member entitled to attend and vote at the above mentioned Extraordinary General Me et ing s Is entitled to appoint one or 
more proxies to attend and vote Instead of him. A proxy need not be a member of tha Company. 


Registered Office 
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54 Ba* Street 
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Jersey 

JE4SYD 
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REDEMPTION 

NOTICE 

Notice is hereby given that 
Capiace N.V. has elected to 
redeem all of its 
U.&-S2, 172,000 9.5% Notes- 
due December 31, 1993 (the 
“Notes’*)- The Notes will be 
redeemed on November 30, 
1990 at a redemption price 
of 102% of the principal 
amount thereof, together 
with interest accniing to the 
date of redemption, at the 
office of CStitrust (Bahamas) 
Limited, the Paying Agent, 
in the Citibank Building, 
Thompson Boulevard, Nas- 
sau, The Bahamas. Payment 
of the redemption price of 
the Notes will be made upon 
presentation and surrender 
of the Notes to be redeemed 
together with ail appurte- 
nant coupons maturing 
subsequent to November 30, 
1990 at the aforesaid office. 
Interest on the Notes wQl 
cease to accrue on or after 
November 30, 1990. All 
interest accrued to Novem- 
ber 30, 1990 wffl be pud at 
the aforesaid office on or 
after the aforesaid date 
upon presentation and sur- 
render of the Notes. 

emTRUST (BAHAMAS) 
LIMITED 


WOOLWICH 
EQUITABLE 
BUILD ING SO CIETY 

£150J>00,000 
floating Rate Notes 
. Doe 1995 

In accordance with the terms and 
conditions of the Notes, notice is 
hereby riven that for the three 
months busiest Period from (and 
including) 23rd October, 1990 to 
(tact exefafing) 23rd Januai y, 1991. 
the Notes will cany a rate of interest 
of 14 per cent, jper annum. The 
relevant Interest Payment Date will 


72xr announcement appears as a matter of record only. 


THE BANK OF NEW YORK 


is pleased to announce 
the establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 




THE BRENT WALKER 6ROVP PLC 


THE 

BANKOF 

NEW 

YORK 

For further information regardingThe Bank of New York’s ADR Services, 
please contact Kenneth A. Lopian in New York (212) 815-2084, or Michael 
McAuliffe in London (071) 322-6336. 


be 23rd January, 199L The Coupon 
Amount per £5,000 will be £176.44 
and per £100,000 will be £3,528.77 
payable agrimt surr ender of 
CbuponNo.3. 


Umbras Bar* limited 
Agent Bank 
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Control 
Data suffers 
decline in 
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INTERNATIONAL COMPANIES AND FINANCE 


Two NY securities houses 
report third-quarter falls 


Modest 


gam 
American 


RJR Nabisco cuts losses 

hv $21 % at nine months 


third period 

By Louise Kehoe 
in San Francisco 

CONTROL DATA, the US 
electronics and computer 
group, saw a decline in third- 
quarter earnings and said it 
planned to take “decisive steps 
in the fourth quarter to deal 
with two serious, yet isolated, 
issues" within its energy man- 
agement and automated wager- 
ing operations. 

Third-quarter net earnings 
were S8.5m or 20 cents per 
share, down from $9-8m or 23 
cents last time. The company 
recorded a pre-tax gain of 
$4J3m from the sale of stock in 
Silicon Graphics, a workstation 
manufacturer. 

Revenues declined sharply to 
$4 34.1m from $763m in the 
same period last year before 
the sale in September 1989 of 
Control Data's disk drive sub- 
sidiary to Seagate Technology. 

“There are two unantici- 
pated issues concerning the 
Empros energy management 
and automated wagering busi- 
nesses that we will resolve as 
quickly as possible in the 
fourth quarter,” said Mr Wil- 
liam Miner, chief financial offi- 
cer. 

“First, the problems of 
Empros now appear to be 
deeper than we thought earlier 
this year . . . and earnings in 
the fourth quarter may be 
adversely affected. 

“Second, the stnlhan compe- 
tition operated In the UK by 
Golden Grid was suspended at 
the end of September due to 
low levels of participation." 

For the nine mouths. Control 
Data reported net earnings of 
$26. 5m or 62 cents, against 
losses of $484m in the same 
period last year. Revenues 
declined to $1.26bn from 
S2.41bxL 


First-quarter 
modest increase 
pleases Wang 

By Louise Kehoe 

WANG Laboratories, the US 
office computer manufacturer, 
recorded a modest profit for its 
first fiscal quarter, after two 
years of heavy losses. 

First-quarter net profits were 
$2.6m or 2 cents per share, 
compared with a net loss of 
$62jjn or 38 cents per share for 
the first quarter of fiscal 
199a 

In the latest quarter the 
company recorded a gain of 
$11.8m from the sale of its 
interest in a European real 
estate subsidiary. 

Revenues from continuing 
operations totalled $57L5m for 
the first quarter, down from 
$604.8m in the same period last 
year. 

“Given an extremely difficult 
industry situation and an 
adverse economic environ- 
ment, we are pleased with 
these results as further evi- 
dence that our tumround pro- 
grammes are working, ” said 
Mr Richard Miller, chairman 
and chief executive. 

During the quarter Wang 
completed the elimination of 
its hank debt, which stood at 
5575m in August 1989, Mr 
Miller said. 

For fiscal 1990, Wang 
recorded losses of $715.9m 
including restructuring and 
other charges of S504JJm. In fis- 
cal 1989. Wong had net losses 
of W2L3m. 


By Martin Dickson in New York 


TWO OF Wall Street’s leading 
securities houses - Salomon 
and Morgan Stanley - yester- 
day reported sharply lower 
third-quarter net income. 

Salomon was dragged down 
by a $200m pre-tax charge to 
wiim its loss-making Philipp 
Brothers commodities unit and 
lower securities trading reve- 
nues, while both houses were 
hit by a decline in investment 
banking revenues. 

Salomon reported net 
income of 579m or 55 cents a 
share, down from the $177m or 
$1.28 a share in the same 
period last year. 

This was despite extremely 
strong figures from its Phibro 
Energy oil trading unit, which 
was helped by the surge in 
crude prices following the 
Kuwait invasion. 

Salomon said that excluding 
the Philipp Brothers special 
charge, net iwnwp in thw quar- 
ter would have been $20 im, 
with earnings per share of 
$1.62. 

Revenues net of interest 


expe nse t otalled sx.nbn, up 
from 5883m, while non -interest 
expenses rose to $975m from 
5615m. 

Philipp Brothers made a pre- 
tax loss of $91m in the quarter, 
up from $9m a year ago. Many 
of its operations have been 
absorbed in other Salomon 
units, while the company has 
been holding tabes on the sale 
of the non-ferrous metals side 
with Mark Rich, the Swiss 
co mm odities trader, and a 
branch of South Africa’s Anglo 
American group. 

Phibro Energy earned $369m 
pretax, up from $56m, helped 
by the volatility of the oil mar- 
kets, higher prices and 
increased volume. 

However, pre-tax earnings at 
Salomon Brothers, the compa- 
nies securities operations, fell 
to $56m from $231m in the 
third quarter of last year. The 
figures were also below the 
fcriRm and pnim earned in the 
first two quarters of this 
year. 

The company said this was 


due mainly to lower trading 
revenues, although investment 
hanking was also down. 

Morgan Stanley reported net 
income of $71.9m or $1.82 a 
share, down from $10Llm or 
$2.54 a share. The company 
said this reflected an absence 
of revenues from “merchant 
banking” - Wall Street's term 
toe banks’ investment of their 
own money in corporate 
restructurings - as well as a 
decline in investment banking 
activity. 

Investment banking reve- 
nues were $i76.fin, down from 
5192.1m. while trading activi- 
ties produced 8245.7m, up from 
$lgam 

Revenues in the third quar- 
ter of last year were helped by 
a $56 ,2m gain from the 
restructuring of one of the 
bank's investments, in Burling- 
ton Holdings. 

Revenues net of interest 
expenses were $588m against 
$582. 4m, with other expenses 
totalling $460.7m, up from 
$U&2m. 


Northern Telecom at record $91m 

By Robert Gibbons in Montreal 


NORTHERN Telecom, the 
International telecom equip- 
ment group controlled by BCE 
of Canada, posted record prof- 
its for the first nine months 
and a 14 per cent gain in its 
order backlog. 

Despite competitive world 
markets, demand for North- 
ern’s switching and other 
equipment ran at exceptional 
levels in the third quarter, said 
Mr Paul Stem, chairman. Inter- 
national b usiness grew fagtoqt 
in the first nine months and 
overall earnings for 1990 will 
be a record. 

Third-quarter profit was 


US$9L4m or 38 cents a share, 
up 23 per cent from $745m or 
31 cents a year earlier, on reve- 
nues of $L61bn against $L41ba 
Order input was up 20 per cent 
to $lJ33bn. Total order backlog 
at September 30 was almost 
2.1bn, up 14 ps cent. 

Nine-month profit was 
$254.4m or $1.05 a share, up 31 
per cent from $192m or 80 cents 
a year earlier, on revenues of 
$4£bn a gainst $ 4 3hn 

Central office switching 
equipment. Northern's princi- 
pal product line, had the larg- 
est revenue gain in the first 
nine months. Results for trans- 


mission products were strong, 
and those for business commu- 
nications systems and termi- 
nals also improved. But nahtp 
and outside plant sales fell. 

• Hudson’s Bay has taken 
over Towers, a national dis- 
count department store chain, 
for a price estimated by ana- 
lysts at nearly C$1 50m. 

F.W. Woolworth had 
expressed in te r es t in counter- 
bidding, but the seller, Oshawa 
Group, did not accept Wool- 
worth's request for financial 
information. Towers will now 
be integrated with Bay's suc- 
cessful Zellers chain 


Magna pins hopes on shake-up 


By Bernard Simon in Toronto 

MAGNA International, the 
debt-burdened Canadian 
vehicle components maker, has 
suffered another large quar- 
terly loss but expressed confi- 
dence that a restructuring pro- 
gramme now under way will 
put it hack in the black next 
year. 

The net loss for the three 
months to July 31 was C$2L4m 
(US$l8m) or 76 cents a share, 
compared with a C$7.4m profit 
or 27 cents a year earlier. 
Losses for the fiscal year to 
July 31 totalled C5224^m, 
against a 1989 profit of 
C$33,601. 

The bulk of the 1990 loss 
came from asset writedowns 
and other restructuring costs 
totalling C$185.4m, of which 


C$16J2m was incurred in file 
latest quarter. 

Fourth-quarter sales climbed 
09 per cent to C$51&2m. Sales 
for the year were little changed 
at CSLSbn. 

Magna enjoyed explosive 
growth in the 1980s, becoming 
one of North America's largest 
makers of vehicle components. 
But a mm hi nation of the motor 
indhistry slowdown, high inter- 
est rates and an over-extended 
management have forced it to 
seek relief from lenders and 
suppliers. 

As part of the re structu r in g; 
it has sold operations in the 

S st year with annual operat- 
g losses of about C$50m. 
Inventory levels have also 
fallen shandy. 


Magna raid asset and 
financing from new joint ven- 
ture partners have raised 
C$120m of the C$40Qm in debt 
payments due by next July. 
Agreements signed and ripe to 
dose soon wfil generate more 
than C$100m. 

The company said other 
negotiations were under way 
to reach the C$400m target 
The company has a total debt 
of just more than C$lbn to be 
restructured. 

It added that “a minimum of 
new investments will be 
required far the next few years 
and the profits generated from 
this asset base together with 
debt restructuring activities 
should put the company in a 
financially healthy position”. 


Hedging pays off for American Barrick 

By Bernard Simon 


HEDGING of gold output at 
above market prices coupled 
with a sharp rise in output 
lifted American Barrick’s 
income to record levels in the 
third quarter. 

The Toronto-based gold pro- 
ducer earned US$15J3m or 12 
cents a share, up from $iL9m 
or 10 cents a year earlier. Reve- 
nue rose to $65.4m from 
$50.2m. 

Barrick realised an average 
price of $455 an ounce of gold 


sold, up from $431, and has 
hedged the bulk of its output 
for this year. 

Production from the six 
mines in the US and Canada in 
which Barrick has an interest 
jumped to 163,400 oz from 
U4£00 oz. 

Most of the increase was 
from the Goldstrike property in 
Nevada, where output for the 
three months more than dou- 
bled to 102300 oz. Barrick said 
the ore grade at Goldstrike had 


been 20 per cent higher than 
file reserve model so far this, 
year. 

Total output for the first 
nine months of 1990 was 
437300 oz, up from 331,400 oz a 
year earlier. 

Despite its impressive oper- 
ating results, Barrick's shares 
have taken a battering in 
recent weeks, trading at 
CS2L75 in Toronto yesterday 
afternoon, down from a peak 
last summer of C828J25. 


Express 

By Alan Friedman 
in New York 

AMERICAN EXPRESS, the US 
travel, investment banking 
and financial services con- 
glomerate, has reported a 
modest 3.6 per cent improve- 
ment in third-quarter net 
income, to $344m. 

However, the New York- 
based company, which suf- 
fered a 08 per cent drop in 
third-quarter revenues to 
$6-08bn, achieved only $44m or 
4 cents a share of net income 
for ' the first cine months of 
1990, compared with a $900m 
net profit or $2.09 a share in 
the 1989 period. 

The poor nine-month results 
reflect the $915m first-quarter 
loss at Shears on Lehman 
Brothers (SLB), the investment 
hank and brokerage subsid- 
iaiy. 

After accounting for pre- 
ferred dividends and minority 

interests, American Express 
recorded a 55.4m third-quarter 
loss on its Shearson holding, 
compared with a $41m contri- 
bution in the 1989 quarter. 

Mr Jim Robinson, the chair- 
man said the latest results 
included record p e rf o rm ances 
by three core business units. 

3M income up 
9.4% as sales 
rise to $336m 

By Barbara Durr 

in New York 

MINNESOTA Mining & 
Manufac turing (3M), flu diver- 
sified US industrial group, saw 
third-quarter net income rise 
by 9.4 per cent to $336m or 
$1-52 per share, from $307m or 
$1.37 last year. 

Sales, boosted by interna- 
tional operations which 
accounted for 48 per cent of 
the total, rose to $3 .31m, a 7Jt 
per cent increase over the 
$2£bn reported for the third 
quarter last year. 

Mr Allen Jacobson* 3M 
chairman, said the company 
benefited from a weakening 
US dollar and a lower effecti v e 
tax rate; Exchange rate effects 
boosted third-quarter wirntngg 
by about $13m, or 6 cents a 
share. TUs offset negative cur- 
rency effects of about the same 
amount suffered during the 
first half of the year. A lower 
tax rate contributed another 6 
cents per share. 

For first nine months, 
3M*s net income rose 6^ per 
cent to (Urn or $4£7 per share, 
up from $952m or $4^9 a share 
last year. 


Paccar books 
71% plunge 

PACCAR, a leading US manu- 
facturer of heavy-duty trucks, 
reported a 71 per cent plunge 
in third-quarter net income, 
reflecting the weakening of 
the US truck industry, writes 
Karen Zagor in New York. 

In the third quarter, net 
earnings were $14m or 40 
cents a share from S482m or 
$1.38. Sales slipped 26 per cent 

to $8l7.6m. 

Nine-month net income 
dropped 60 per cent to $57 An 
or $L68 a share. Sales fell 24 
per cent to $U91bn. 

It attributed the sharp 
decline to overcapacity which 
has forced prices down. 


By Martin Dickson 

RJR Nabisco, the food and 
tobacco group which was the 
subject of the biggest leveraged 
buy-out in the US, yesterday 
reported a sharp jump in third- 
quarter operating income and 
an 81 per cent decline in net 
losses, which dropped to $86m 
from $447m a year ago. 

The company, which was 
taken private last year by 
Koblberg Kravis Roberts in a 
$2Sbn buy-out, said operating 
income after amortisation of 
trademarks and goodwill rose 
56 per cent to $706m from 
$452m on sales 18 per cent 
higher at S3J53brt 

However, comparisons with 
1989 are complicated by the 
feet that third-quarter figures 
last year were depressed by file 
company's cutback in US 
tobacco shipments to eliminate 
the high levels of Inventory 


held by fire trade. 

Mr Sam DeRosa-Farag, a 
bond analyst at First Boston, 
said the figures were sli gh tly 
better than expected and the 
company continued to perform 
impressively. 

A key measure of a buy-out’s 
performance is the cash flow 
available to pay its usually 
heavy debt harden. la the third, 
quarter BJR’s ratio of cash 
flow to total interest rose from 
0 l 98 a year ago to L20. For the 
nine months the figure was 
1 gg up from 1-06- 

The third-quarter net loss 
included $507m of non-cash 
interest payments and $3G3m 
of other non-cash charges, 
including amortisation of 
intangibles depredation. 
The figure also included a 
$108m extraordinary gain from 
repurchases of company deben- 


tures below par as part of a 
complicated recapitalisation 
programme last July. 

The tobacco business had 
net sales of $2Jbn. up 36 per 
cent "Business unit contribu- 
tion" (operating income before 
amortisation of trademarks 
and goodwill) rose 51 per cent 
to $451m, but last year's figure 
was reduced by some $230m 
because of redaction in inven- 
tories. 

rjr said the domestic 
■ tobacco business had higher- 
volumes, favourable pricing 
and benefits from cost reduc- 
tion, although these were 
partly offset by a significant 
rise in marketing expenditure; 

The food business saw a 4 
per cent rise in sales and a 19 
per cent increase in business 
unit contribution, excluding 
operations sold since last year. 


Special gains boost McDonnell 

By Karan Zagor in New York 


MCDONNELL Douglas, the 
largest US defence contractor, 
increased its losses from trans- 
port aircraft manufacturing 
dur ing the third quarter, but 
its net income rose sharply 
thanks to a number of large 
one-off items. 

Third-quarter net income 
was distorted by an after-tax 

gam of $234m or $6.11 a share 

from a change in its pension 
fond arrangements. The aero- 
space group decided to retract 
its previously recorded earn- 
ings in its C-17 transport air- 
craft programme, resulting in 
after-tax charges of $58m or 
$L52 a share. 

Including both of these 


Items, McDonnell Douglas's 
net earnings in the 1990 quar- 
ter were S248m or $6.46 a share, 
against $38m or 98 cents a year 
ago. Sales were $4J8bn against 
$3.71bn in 1989. 

Net profits in the latest three 
months were $72m or $1.87, 
pyrl tiding the pension fond set- 
tlement and the retraction of 
the C-17 programme. 

For the first nine months, 
net income was $307m or $8, 
including the $234m gain from 
the j wiwm f und rn ttforngnt- In 
tire first nine months of 1989, 
the company had net earnings 
of $159m or $4.16, Including 
gains of $179m or $4.68 from a 
change in accounting stan- 


dards. Revenues rose in the 
first three quarters of 1990 to 
$i2Jbu from $iOJHm. 

Shares m McDonnell Doug- 
las slid $1 to $51% at midses- 
ston cm the New York Stock 
Exchange. 

In June, McDonnell Douglas 
said it would implement exten- 
sive job and cost cute because 
of “potentially serious cost 
problems" on fixed-price air- 
craft development contracts 
with the Pentagon. 

Yesterday it said It had cut 
more than 1L000 jobs from its 
workforce. Excluding these, 
employment at the end off Sep- 
tember was 124,688, against 
332£60 a year ago. 


Capital Cities/ABC slips 8% 

By Aten Friedman 


CAPITAL Cities/ABC. the 
third-largest US television net- 
work, yesterday said advertis- 
ing demand at ABC had been 
significantly weaker in the 
past month than for tire first 
nine months of 1990 and fore- 
cast a fleriine in fourth-quarter 

framings 

The company, which owns 
tire ABC radio and television 
national networks, eight televi- 
sion and 21 radio stations, 
daily and weekly newspapers 

irvhrrfing the Rri rriifU publi- 
cations fashion trade business, 
shopping guides and book pub- 


lishing activities, said third- 
quarter operating income 
declined by 8 per cent to 
$143£m. 

This oc c u rred despite a 10 
pm- cent rise in revenues to 
$1- 2bn. 

Net Income was 1L3 per cent 
down in the quarter while 
earnings per share woe $4J& 
a decline of 9 per cent yearon- 
year. 

On Wall Street, Capital 
Cities/ABC was marked 6 per 
cent lower yesterday morning; 
declining by $<£ to $407. 

Operating income . from 


broadcasting fen by 15 per cent 
to $115m, although the ABC 
Televisiun network reported 
modest profit improvement. 

Earnings from the 80 per 
cent-owned ESPN cable sport s 
network declined sharply, 
reflecting losses in the first 
year of coverage of major 
league baseball. 

The company’s publishing 
naming * were 9 per cent 
higher at $3&2m, but Women's 
Wear Daily, the thble of tire 
fashion industry, did worse 
than the overall publishing 
division. 


Inco forms gold company 
with Consolidated TVX 


By Bernard Simon 

A SIZEABLE new Canadian 
gold mining company is to be 
created by tire merger of the 
gold subsidiary of nickel pro- 
ducer Inco and Torontobased 
Consolidated TVX Mining 
Coro. 

The new company, to be 
called TVX Gold, will operate 
six mines, including three in 
Brazil and one e ffC h in Hapqda^ 
the US and Chile. The mines’ 
combined production will be 
about 350,000 oz next year and 
400,000 oz In 1992. Total 
reserves are estimated at 7m 
ox. 

The company will also have 
interests in three Canadian 
gold deposits which have been 
extensively explored. 


They include tire Casa Ber- 
ardl properties in Quebec, 
which have periodically sent 
flurries of excitement through 
the gold mining community in 
recent years. 

TVX Gold Is scheduled to 
start operations in January. 
The deal will take {dace by 
means of Consolidated TVX 
issuing 71m shares to Inco in 
exchange for the assets of Inco 
Gold. 

InCO, which hag planned for 
some time to spin off its 
wholly-owned subsidiary Inco 
Gold. wiR have a 58 per cent 
interest in the new company, 
with tire remainin g ' 42 p er cent 
held by existing TVX share- 
holders. 


Quaker 'Oats 
falls as forecast 

QUAKER Oats, the 
Chicago-based foods g roup , 
yesterday unveiled lower first- 
quarter earnings, in line with 
the company’s expectations, 
writes Karen Zagor. 

For tire three months ended 
September 30, net income fefl 
40 pa cent to $3&2m or 42 
cents a share from $55.7m or 
70 cents a year earlier. Sales 
rose to $L333m from SLZihn. 

The earnings decline from 
continuing operations was a 
less dramatic 14 per emit to 42 
cents a share from 49 cods a 
year ago. Consolidated (vend- 
ing Iwmhw slipped 12 percent 
to 989.3m from $l01.4nu 

Mr William Smithburg, 
chairman said the results 
reflected higher marketing 
expenses and significantly 
reduced sales In Brazil. 


This announcement appears as a matter of record only 


Gordoffi 


JEWELERS 


ZALE CORPORATION 


$300/000,000 
Working Capital Facility 


Agent 

NCNB Texas National Bank 


Lead Manager 
Osterreichische Landerbank 


Managers 
The Bank of New York 
The Citizens and Southern National Bank 
Creditanstalt Bankverein 
Girozentrale Vienna 


Provided by: 
NCNB Texas National Bank 
Osterreichische Landerbank 
The Bank of New York 
The Citizens and Southern National Bank 
Creditanstalt Bankverein 
Girozentrale Vienna 
first National Bank of Chicago 
First Interstate Bank of Texas 
American Security National Bank 
The Bank of Nova Scotia 
Texas Commerce Bank 



NOTICE TO THE HOLDERS OF 



City of Stockholm 

FRF 375,000,000 
Retractable Bonds due 2000 

Notice is hereby given that pursuant to danse (b) of paragraph 
tntemst of the Terms and Contfltlons of the Bonds, the Bonds shall 
bear interest for foe five-year period commencing November 28 , 
1990 at a rate which shall be equal to the sum of 033% per annum 
and the lower of either; 


- toe average of foe QAT 8.70% 1995 yields based on mid-prides as 
quoted on Reuter page GDGP by Gafese desDGpdts ef COns»- 
gnations at 11.00 a.m. Paris time on each Paris business day 
during the period from November 5, 1990 to November 16, 1990 

inclusive. 

The new Interest Rate resulting from foe above-mentioned formula 
wiM be published on November 21 ,1890. 

Notice is further given that pursuant to 


^ , , , _ — r — ^-^ yPrgpaynmntattha 

Option of tho Bondholder, the holder of any of the above Bands wffl 
have the option to have such Bond redeemed by the City of Stodc- 
hofm at par on November 28, 1 990 («the Interest Option Date*). 

To exercise such opti on, the hokter must surrender such Bond to be 
redeemed (together withal unmaturedcoupansaraertalning thereto) 
to the RscaJAgentprthe Paying Agents, at the addresses mentioned 
on the Bonds, against Issuance by any paying agent to whom such 
Bond has been surrendered, of a receipt, not more than 30 rtoMess 
foan 15 days poor to foe Interest Option Date. . 

Luxembourg, October 24, 1990 

The Fiscal Agent . 

KREDIETBANK 

S-A. LUXEMBOURG EOISEJ _ . 
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German investors focus on 
DM3bn post office issue 

By Deborah Hargreaves in London and Karon Zagor in New York 
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THE GERMAN government 
bond market traded m a mar- 
row range yesterday as inves- 
tors; decided to turn their 
attention to a new tranche of 
bonds issued by the German 
post office. The DMSbnisstte of 
bonds carried a coupon of 9 per 
cent and was priced fairly gen- 
erously at 100.60 to yield &89 
per cent 

These bonds proved attrac- 
tive to domestic investors and 
the issue was placed well with 
a trading level of 99.95 at the 
end of the day. 

In the bund market, trading 
was quiet as the market edged 
down ln~ resp o nse to a weaker 
D-Mark and a rebound in the 
juice of o£L The cash market 
dropped by 30 pfennigs to yield 
&D5 per cent on the 10-year 
Bund while the futures con- 
tract drifted ha c k to ei rfl ff altar 
an opening level of 82. 

Some traders reported an 
increase In international inves- 
tor interest in the bund markt* 

as some investors took pro fi ts 


BONDS 


on Japanese bonds awl bought 
bunds. InaddttLom, the spread 
between the French and Ger- 
man nrarfegte wlHwwiri J)y sev- 
eral basis points as a poor 
trade figure in France pushed 
down bond prices by some 20 

w rn rimw 

■ US TREASURIES eased mod- 
estly yesterday afternoon in 
quiet, featureless trading in a 
market which is numbed with 
watting for tfa* budget negotia- 
tions to cop/drafa 
In late tra din g the Trea- 
sury's benchmark 30-year bond 
was down 1A point at 998. 


BENCHMARK GOVERNMENT BONDS 


. Coupon Paw 

UK GH.T 8 13.300 08/82 

aooo csfflo 

B-OQ0 KMBB 

US TREASURY * a.750 08/00 

a. 730 08/20 

JAPAN No 118 4400 BW 
NO tza &400 oa/oo 

GERMANY 8JD 0 08/00 

FRANCE BTAN 9400 TUBS 

OAT B400 03*00 

CANADA ■ 10400 07/00 

NEireBUNPS 9400 KWO 

AUSTRALIA 13.000 07/00 

London dosing. 'denotes Nw Yodc 
Yields: Local market standard 


Pdeo Change 

102-23 4-02/32 
68-13 4-06/32 

8447 +03/32 

100-18 -OS/32 

99-15 -16/32 

84.7817 -0,151 
84.1391 -0.103 

884800 -0.050 

954127 -0471 
89.8800 -0410 
954500 -0.150 
684300 +0470 
98.1234 +0470 
closing 

Price*: US. UK In : 


, others in dedmal 


yielding 8.78 per cent Shorter- 
dated maturities were 
unchanged to A point lower. 

The market shrugged off fee 
FUdezUl Reserve's execution of 
two-day matched sales when 
Fled Funds were trading at 7tf 
per cent. With the funds trad- 
ing below the perceived target 
of 8 per cent, analysts had not 
expected the Fed to operate in 
the open market 

Profit-taking contributed to 
some of yesterday’s lower 
prices. Traders said the market 
was technically over-bought 
after recent gains. Further- 
more, there Is some nervous- 
ness about the upcoming sup- 
ply before next week’s 
onarterlv refUndhia announce- 
ment, particularly since the 
backlog of una actioned Trea- 
sury issues is growing. 

In the late afternoon, the 
Treasury said it plans to raise 
about SUBm in fresh cash on 
Monday through the sale of a 
record J19-6bn in short-term 
bills to redeem $17.81bn in 

mat u r i ng Virile 


Techni cal OMaMTLU Art » Source* 

■ THE Japanese government 
bond market experienced some 
profit-taking in advance of the 
Ministry of finance’s auction 
of new bonds today. The yield 
on the 119 benchmark bond 
edged up to 7.75 per cent in 
London trading from a Tokyo 
close of 7.73 per cent 

The MoF is expected to auc- 
tion Y700bn-Y800bn erf bonds 
today carrying a probable cou- 
pon of 7J2 per cent, although 
there is a general feeling in the 
market that t.hfa is too low to 
attract strong demand. Since 
the issue will not be a bench- 
mark, pension funds and me 
companies have little interest 
in hnlrHug it. 

■ IN THE UK, there was little 
investor interest in a dull mar- 
ket for gilt-edged securities, 
which saw a reasonable 
amnrnrf of movement on thin 
volume. Prices ended little 
changed on the day. A bench- 
mark li% per cent bond 
maturing in 2003/07 moved up 
five ticks from 101% to 102&. 


DTB to trade first futures contracts 


By Katharine Campbell In Frankfurt 


THE Deutsche Terminbfirse 
(DTB). the German electronic 
derivatives exchange, will 
begin trading its first two 
financial fixtures contracts on 
November^ . 

The exchange, which 
currently lists 15 options on 
hlnechip German, equities, was 
to expsmd into fixtures from the 
haghinmg of September. How- . 
ever, technical problems 
e mpty in g on the first day of 
the simulation phase prompted . 
the delay. . 


The new software , which has 
been tested in bank dealing 
rooms since October 1, now 
meets the required standards, 
according to Mr JSrg Franke. 
chief executive of the DTB. 

One of the problems has 
been adapttry software origi- 
nally conceived for options 
trading into an efficient 
fixtures mechanism. 

The DTB will initially list 
two new instruments — a 
fixture based on the DAK real 
time stock index of 30 blue-chip 


stocks, and a 10-year govern- 
ment bond fixture similar to 
the established product on the 
London International Financial 
Futures Exchange. 

The latter product will focus 
attention on the relative merits 
of open outc r y t rading , as on 
Liffe, versus the electronic 
alternative now offered by 
DTB. The latter starts with a 
handicap, partly because 
Lfffe’s product has grown into 
one of the exchange’s 
foremost contracts. 


T70NAL BOND SERVICE 



Institutions 
in the UK 
go back to 
the futures 

W hen Mr Trevor 
Pullen, managing 
director of Prudential 
Portfolio Managers, was 
bullish on the Australian 
equity market several months 
ago, he bought futures 
contracts in the stock index 
which is traded on fixe Sydney 
Futures Exchange. In this way, 
he gained exposure to the mar- 
ket without going through the 
lengthy procedure of buying 
individual stocks. 

Mr Pullen 1ms been active in 

futures since the start of the 
Lo n do n Int ernational financial 
Futures Exchange in 1982, 
while many of his counterparts 
shied away from the high risks 
they perceived in the fixtures 
markets. 

Now, more UK institutions 
are beginning to turn to 
derivatives for the enhanced 
returns and risk protection 
they can afford. There have 
been developments this year 
that have chipped away at 
in stitutio ns’ reluctance to use 
derivatives. 

These fa o ln d e the clarifica- 
tion of the instruments' tax 
status in this year’s Budget 
and the release of draft rules 
by the Department of Trade 
and Industry paving the way 
for the creation of fixtures 
funds in the UK. At the same 
time, futures and options have 

Deborah Hargreaves 
looks at the leading 
role played by 
Prudential Portfolio 
Managers in 
the increasingly 
attractive markets 
for derivatives 


enjoyed a higher profile as 
London’s leading markets pre- 
pare to merge. 

Mr Pullen explains that Pru- 
dential adopts a very straight- 
forward strategy in its ! 
approach to the derivatives < 
markets. As in Australia, the 
fund managers will “pre-in- 
vest” in the futures markets in 
anticipation of cash that will i 
flow into the fund later in the 
year. Once the funds are avail- 
able, Mr Pollen win cash in 
any profit he has made in 
futures and invest the cash in _ 

gqiritiea. 

Futures can be a quick, 
(heap way to take a view on 
whether an equity market will 
go up or down. Since fixtures 
are leveraged transactions, a j 
fairly heavy exposure can be 
gained far only a small upfront 
payment At a later date, when 
the cash flows into the fund, ' 
the futures position can be 
dosed and the money put in 
equities. 

Mr Pullen estimates that it . 
costs him a fraction of the ! 
price - less than one twenti- ' 
eth - to put his money into 
future s rath er than the under- 
lying equi t ies. 

The other important use Mr 
Pullen, makes of derivatives is . 
to enable him to alter exposure ; 
between markets without - 
disturbing his painstakingly- 
constructed stock portfolios. 
*Tf we want to buy the UK and 
sell the US, we would sell US 
stock index futures and buy 
FT-SE 100 fixtures. We would 
keep this position in place 
while there is differential mar- 
ket movement to be gained and 
will not touch the portfolios.” 

Prudential has £35bn ($68bn) 
under management, of which 
about half is available to Mr 
Pullen’s team far use in the 
derivatives markets. Some 1 
investment fund trustees are 
still reluctant to sanction the , 
use of fixtures and Mr Pullen 
must gain their approval 
before putting their money 
into der i v ativ es. 

With its broad view of world 1 
stock markets, Prudential 
takes an interest In most new' 
futures exchanges and 
traded an a range of markets 
across the world. 1 


M r Pullen is currently 
most interested in 
finding a good way of 
trading Nikkei 225 futures out- 
side the restrictions imposed 
by the Japanese authorities. 
For this reason, he is looking 
carefully at p«i«g the new Nik- 
kei fixtures contracts that have 
just started trading at the Chi- 
cago Mercantile Wwdwwup , 

“If you can use the Japanese 
and US index in the same 
marketplace with one margin 
payment and the same settle- 
ment procedures, it makes that 
market much more attractive.”, 
At the same time, Mr Pullen: 
and his fond managers would: 
Tike to see a FT-SE contract I 
trading outside T^mdnn hours i 
in order to extend the market’s ; 
trading Hma 

Prudential is considering the 
creation of its own fixtures and 
options fund which will offer 
retail investors some of the 
opportunities to becoxne 
involved with de ri v ativ es while ‘ 
probably offering a guaranteed 
return of principal But none of 
these products can go ahead; 
until the DTt passes rules gov- 
erning the funds. 

Mr Pullen cannot under- 
stand why other institutions 
hesitate before using deriva- 
tives. 


FINANCIAL TIMES CONFERENCES 

WORLD ELECTRICITY 
CONFERENCE 

London, 12 -13 November 1990 

The Conference will focus on three key areas: the environment, changing generation 
strategies and privatisation. The conference takes place only a matter of days before the sale 
of the UK electricity companies and therefore comes at a time when electricity will be at the 
forefront of public attention. 

Speakers include: 


Mr Percy N Bamevik 

President and Chief Executive Officer 
ABB Asea Brown Boveri Ltd 

Mr Philippe Bodson 

Chairman of the Board 
Electrabe), Belgium 

Mr Malcolm Edwards 

Commercial Director 
British CoaJ Corporation 

Mr Alessandro Ortis 

Vice President, ENEL, Spain 
President Euroelectric 

Dr Manuel F De Oliveira 

Chief Executive and Managing Director 
BP Bitor Limited 

Dr Vladimir I Voloshin 

Senior Researcher 

Institute of Economics of the World Socialist System 
The USSR Academy of Sciences 


Mr YH-Huai Chang 

Director of Supply Department 
Taiwan Power Company 

Dr Felix Bruppacher 

Power Economist 
Electricite de Laufenbourg SA 

Dr Otto Majewski 

Deputy Chairman of the Board 
Bayemwerk AG, West Germany 

Mr Richard Lehfeldt 

Counsel to the House 

Subcommittee on Energy and Power of the 

Committee on Energy and Commerce, USA 

Mr Colin Playle 

Director of Industrial & Commercial Marketing 
British Gas pic 

Dr Patrick J Moriarty 

Chief Executive 

Electricity Supply Board, Ireland 


in association with 
POWER IN EUROPE 

A limited amount of exhibition space is available at the conference 


WORLD 

ELECTRICITY 

CONFERENCE 

n Please sand me further details. 

□ lam interested in extorting at freconferrence 


FINANCIAL TIMES 
CONFERENCES 


To: Tha Financial Times Conference Organisation 

126 Jermyn Street, London SW1Y 4UJ 

TW: 071-0252323 Fax: 071-925 2125 TbC 27347 FTCONF G 

Name 

Position Dept 

Company 

Address 


Postcode. 


type of Business. 


-Country. 


October 11, 1990 


IBCA 


is pleased to announce 
that it has been confirmed by the 
Securities and Exchange Commission 


Nationally Recognized 
Statistical Rating Organization 


IBCA Lac. 

420 Lexington Are. 

Suite 1609 
New York, NY 10017 


IBCA Limited 
Eldon House 
2 Eldon Street 
London, EC2P2AY 


IBCA Limited 
Sankyo Hanzomon 

Palace Bldg. 602 
1-8-2 Hirakawadho 
Chiyoda-Ku 
Tokyo 102 


ALLIANCE >|>1£IC£STER 
Affiance &l*»«»ter Bo Udlng Society 
£13,000,000 

Subordinated Floating Rate 
Notes due 1998 

For the si* months 19th Octo- 
ber, 1990 to 19th April, 1991, the 
Notes will carry an interest rate 
of 14-45% per annum with an 
interest amount of £72,052.05 
per £1,000,000 Note, payable 
on J9rh April, 1991. 

Ltetdaii d* Uuemboui’BSwri Exdsnee- 


ALL1ANCE Hr LEICESTER 

ABmcefcLdeefttr Boilil i m Society 

£39,000,000 

Subordinated Flouring 

Notes due 1998 

For the six months 19th Octo- 
ber 1990 to 19th April. 1991, the 
Notes will cany an interest rate 
of 14.45% per annum with an 
interest amount of £72,052.05 
pea: £1,000,000 Note, payable 
on 19th April, 1991. 

ljiml an itigLme m hnm^ Smell 


U.S. $75,000,000 
SWEDBANK 
(Sparbankemas Bank) 
Subordinated Floating Rate 
Notes dua 1997 



FIRST CITY 

bancorpobatxon 

OF TEXAS, INC 

usneojotMo 

FLOATING RATE NOTES 
DUE JANUARY 1995 
la accordance with Lbc provisions 
of the Notes, notice u hereby 
given that (he Rate of Interest Car 
ihe three month period 24th Octo- 
ber, 1990, to 24th January, 1991, 
has been fixed at 8375 per cent 
per nnmim. Interest win ihcttbie 
be payable u USS2I4.03 an 24th 
January, 1991- 

MANUFACTURERS 
HANOVER 
TRUST COMPANY 
Agent Bank 















. hM. 



FINANCIAL TIMES WEDNESDAY OCTOBER 241990 



INTERNATIONAL CAPITAL MARKETS 



Tonami Transport $100m 
issue draws strong demand 


ERM fillip for mortgage-backed securities 

Simon London expects renewed interest in securitisation in the wake of Britain’s entry 


By Simon London 


THE EURODOLLAR Japanese 
equity warrant market showed 
signs of life yesterday, with a 
$LOOm deal for Tonami Trans- 
port via Kankukn trading well 
above Issue price. 

Launched at par, with an 
indicated coupon of 5% per 
cent, the bonds traded as high 


INTERNATIONAL 

BONDS 


as 109 VS bid before falling back 
to about 108 by mid-afternoon. 

The Tokyo Stock Exchange 
has rallied strongly over the 
past few days, registering 
seven days of straight gains. 
The Nikkei index closed above 
25,000 on Monday for the 
first time since September 
13. 

Like many transportation 
stocks, the Tonami share price 
h?«f fallen sharply the 
Gulf crisis erupted. 

From a 1990 high of Y130Q, 
the stock fell to a low of Y620 
earlier this month. However, 


boosted by sharply lower oil 
prices, the shares now stand at 
Y772 - and file market clearly 
believes they may have farther 
to go. 

There may not be room for 
another deal to trade as high 
as 109 from launch, but a 
return to 104-105 for future 
duals is likely. The problem is 
finding issuers willing to 
address the market and the cal- 
endar for future issues remains 
extremely light. 

Next week, Kobe Electric 
Railway is expected to come 
via Fuji hank. Beyond this the 
outlook is uncertain. 

Many warrant issues have 
been quietly dropped over the 
past month, with issuers 
unwilling or iTT? a hl<* to launch 
at current levels. Borrowers 
feel that the all-in cost of yen 
funds is too high at present 
and they may wait for interest 
rates to fall before Joining the 
new issue queue. 

Elsewhere, there are 
rumours that Ferrovie della 
Stato. the Italian state railway 
company. Is planning an Ecu 


floating rate issue. Spanish 
borrower ICO is also rumoured 
to be considering a floating 
rate issue. 

There has been a steady 
widening of spreads in the sec- 
ondary market for floating rate 
paper over tbs past few weeks. 
'The trend has been most pro- 
nounced in the D-Mark sector, 
following a flood of new issues 
at the start of the year. For 
examp le, the Republic of Aus- 
tria 15-year DM700m deal is 
down about half a point from 
par launch levels in February. 

However, the movement is 
not confined to the D-Mark Bee- 
tor, and extends to the develop- 
ing Ecu Coating rate sector. 
The Kingdom of Belgium 10- 
year EculOQm floater is now 
trading at par, with sellers in 
the market, having been at 
10030 when launched in April 

Dealers suggest that inves- 
tors are anticipating an 
l uc res sft in floating rate issu- 
ance anil am filing Minting 
holdings to make room for new 
paper in their portfolios. 


NEW INTERNATIONAL BOND ISSUES 


T he bleak position of UK 
home-owners has taken 
its toll on the sterling 
mortgage-backed securities 
business over the past year. 
New Issue volume is down by 
22 per cent against the same 
period last year, spreads have 
widened and 

coveted triple-A credit ratings 
are more difficult to achieve. 
The fan in issue volume is a 

reflection of the fall in the 
number of mortgages taken 
out by UK boose-buyers. Mort- 
gage-backed securities are 
traded instruments backed by 
a portfolio of home loans. 

All sterling mortgage-backed 
issues to date have been a 
securitisation of new mortgage 
business by “centralised lend- 
ers’* such as Household Mort- 
gage Corporation, National 
Home Loans and The Mortgage 
Corporation, rather than a 
packaging of existing loan 
portfolios by established build- 
ing societies. Market partici- 
pants hope sterling’s entry into 
the European exchange rate 
mechanism, and the expected 
downturn in domestic interest 
rates, will rekindle the housing 
market and renew Interest in 
securitisation. 

The first signs of stress in 


the sterling mortgage-backed 
securities business appeared in 
the last quarter of 1989, when 
the margin on issues hp gwn to 
widen following 18 months of 
consistent decline. 

Recent Issues pay an interest 
rate of 25 basis points over the 
London interbank offered rate, 
compared with rates as low as 
IS basis points over Libor in 
1989. 

This widening of spreads in 
part reflects a relaxation m the 
Intense competition for issue 
mandates last year. But than 
has also been a reassessment 
by investors, prompted by 
fears over rising mortgage 
arrears and repossessions in 
the UK housing market. 


Repossessions Increased 
four-fold during the first half of 
this year, according to figures 
from the Council of Mortgage 
Lenders. Moreover, while the 
council represents the largest 
15 b u il ding societies, account- 
ing for 60 per cent of the UK 
home loans market, its figures 
tend to understate the severity 
of the position. It is the more 
recent loans made by the new 
lenders which tend to fell into 
arrears — the loans on which 
mortgage-backed securities are 


However, even after a tough 
year, writeoffs are unlikely to 
readz much beyond 0016 per 
cent of building societies’ 
assets. Mortgage indemnity 
insurance ana relatively stable 
bouse prices in most areas will 
protect mortage tenders from 
anything other than small 
losses. Market participants 
argue that these losses are 
more than adequately covered 
by “credit enhancement” in 
the form of additional insur- 
ance or a shock-absorbing 
layer of equity capital. 

To achieve a triple-A credit 
rating, typically between 7 per 

rpmt anil IS pax ci*n¥ gf ffw 

underlying mortgage portfolio 
must be covered by equity, 
heavily subordinated capital or 
an insurance guarantee. 


P rojecting the current 
bleak loan-loss figures 
through the life of an 
average mortgage portfolio still 
only results m total Losses of 
0.15 per cent. This suggests 
that the chawfyy q£ a hnMar of 
a mortgage-backed security 
incurring a Loss are remote. 

The downturn has, however, 
made it more difficult for the 
issuers to sell the “loss absorb- 
ing” subordinated notes. Japa- 


nese companies — tra- 

ditionally the major market for 
mortgage-backed subordinated 
paper - have their own 
domestic problems. 

The recent flood of subordi- 
nated paper from Japanese 
frqn fc g has 'also saturated the 
market for high yield subordi- 
nated debt Hie cost of subordi- 
nated paper remains 
m^ihanged at about 1 per cent 
over Libor, but buyers are 
mote difficult to find. 

One way of bypassing the 
subordinated note structure is 
to opt for a “pool insurance” 
scheme, whereby the loss Is 
absorbed by an insurer rather 
than subordinated investors. 

In June cf this year C ol-la t er - 
alfa ed Mortgage Securities No4 
(Issued via a special purpose 
vehicle for National Home 
Loans) was structured on a 
pool insurance basis, with 13 
per cent of the £20Qm p rin ci pal 
covered by Eagle Star. 

However, the big issuers 
have continued to press ahead 
with securitisation. Despite an 
overall drop in new issues, the 
bag three issuers mentioned 
above have already issued 
more than last year and 
account for 94 per cent of 
issues so far in 1990. 


■nils increased market share 
reflects the fact that other tea- 
era have fallen by the- wayside 
aa their new mortgage busi- 
ness has evaporated. Falling 
interest rates resulting from 
sterling's entry Into the ERM 
may bring other issuers back 
to the market next year. 

In 198M9, perhaps 7 per cent 
of new mortgage business was 
ftnpirfHHPd Yet total outstand- 
ings of mortgpgfrbacked secu- 
rities represent a fraction of 1 
per cent of the UK’s total 
£250bn of outstanding mart- 


in contrast, about 35 per cent 
of an US mo rt ga g es are securit- 
ised. So if the mainstream 
tenders do embrace securitisa- 
tion the ste rling market could 
mushroom. 

Before this takes place the 
mainstream building societies 
wfll have to do a great deal of 
work in terms of investment in 


floated analysis of their man 
portfolios. This process has 

hpgim 

In addition, overseas cant 
merdal banks with UK mort- 
gage business may soon relieve 
balance sheet pressures at 
home by using securitisation 
techniques. 


US DOLLARS 
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Slow response to SEC private placement rule changes 


By Stephen FkJler, Euromarkets Correspondent 


★★Private placement ^Convertible- •With equity warrants. tFteaSng rate note. 4Hnal terms, a) NorvcaHaMe. b) Callable 
lSn-l/83 at 102% declining *j% semhanmnlly. c) Put option 30/8/33 at 100%% to yteM 8056%. d) Put option SI/3/83 at 
108*8% to yield 9.257%. 


THE SLOW response to the US 
Securities and Exchange Com- 
mission’s new rules to encour- 
age private placements has 
several roots, the most signifi- 
cant of which is the underlying 
uncertainty of financial mar- 


1BCA wins authorisation from SEC 


INTERNATIONAL 
EQUITY ISSUES 


By Deborah Hargreaves 


IBCA, the European credit 
rating agency, ha« become the 
first non-US firm to be recog- 
nised by the Securities and 
Exchange Commission (SEC) 
as an authorised rating 
agency. 

This will give the firm 
chance to compete with the 
established US agencies. 
Standard & Poors and 
Moody’s, in the US market. 

Mr Robin Monro-Davies, 
managing director of IBCA, 
said the SEC recognition was 


part of the agency’s interna- 
tional drive, although he 
admitted that it would be 
tough to co m pete with the US 
agencies on their home 
ground. 

While securities or debt can 
be issued in the US without a 
rating, under SEC rules an the 
distribution of paper, broker- 
dealers have to put up less cap- 
ital if buying paper which car- 

rigs qq jnm^^hnpnt^rmlp rating 

from an established agency. 

IBCA wiR now have to com 


vince issuers that (me of its 
ratings is as valuable as a rat- 
ing from one of the big US 
agencies. 

Rating has become well 
established in the US, but Mr 
Monro-Davies believes that, 
with the internationalisation of 
securities trading, ratings will 
come to have similar impor- 
tance in other fiwanriai mar- 
kets. 

IBCA has applied for recog- 
nition in other countri es such 
as Japan. 


kets which has intensified 
since the Gulf crisis. 

One other potential problem 
is a legal one. In framing its 
Rule 144a, the SEC did not 
address the question of 
whether an offering of shares 
in such private placements 
constituted a “distribution”. If 
it does, then the offering by a 
foreign company of shares 
through 144a would have a sig- 
nificant potential impact on 
dealers in those shares in the 
home market. 

Under US rules, all partici- 
pants in a distribution must be 


INTERNATIONAL equity 
i n v esto rs in the US have long 
been mHfed at the short shrift 
they get when non-US compa- 
nies make takeover bids for 
other non-US companies. 

Where US shareholders own 
only a small percentage of the 
securities sought in a bid, they 
are being Increasingly 
ignored. This is for two rea- 
sons. In a hostile bid, opening 
an offer to US lurthwuilK gives 
the target company recourse 
to US courts. Even in the case' 
of an agreed hid, any non-cash 
offer forces the bidding com- 
pany to undertake onerous 


SEC registration procedures. 

In response, the SEC has 
come up with a proposal. 
According to Hr Edward 
Greene, London-based partner 
in tiie US law firm deary, Got- 
tlieb, Steoi & Humntnm, the 
basis for its proposal is a 
planned disclosure system 
between the US and Canadian 
securities authorities. Undo 1 
it, an offer for a Canadian 
company could proceed in the 
US under Canadian disclosure 
and procedural laws if less 
than 20 per cent of the target's 
securities were held in the US. 

However, to ensure protec- 


tion for US investors, the SEC 
would insist on the application 
rrfUSHahOttyand fraud rules. 
In theory, this procedure 


could apply to the UK. In prac- 
tice, Mr Greene says tt will not 


tice, Mr Greene says tt win not 
be followed by the City. 

This is because In the case of 
a hostile bid there is the risk 
to the bidding company of US 
litigation. In an agreed offer; 
officers of a bidding company 
wm still be exposed to US dvil 
Uabifity standards, which are 
stricter than in the UK. 

As a result, the City has 
suggested an alternative. The 
City of London Law Society 


has suggested a distinction 
based on whether a target 
company has voluntarily 
entered the US market Where 
a presence In the DS market is 
not voluntary, , the society sug- 
gests the offer should be 
exempt from ail SBC rotes * 

iwn-mnC Suwc r efetwl tn frjBp , 

This ap proac h would, how- 
ever, require a change In the 
SECs statutory structure and 
legislation which would be 
unlikely to pass Congress. 

The result looks like 
impasse, and scant improve- 
ment In the position of US 
shareholders in UK companies. 


out of the market between two 
and nine days prior to the dis- 
tribution. This would force UK 
marketmahers to cease activ- 
ity. Afterwards, SEC stabilisa- 
tion rules on the trading of 
securities must be followed - 
rules which conflict with stabi- 
lisation practices in the Lon- 
don market, for gimmple. 


European securities firms 
are not keen to see the long 
arm of the SEC pushing in on 
their home turf. So when deci- 
sions are made about where to 
offer the shares in an interna- 
tional public o ff e rin g , they are 
likely to oppose pla c in g the 
paper in the US. 

There are ways around the 


problem. An exemption tetter 
n hi be gr an ted from the SEC, 
but framing the application 
and receiving an exemption 
takes time and nms counter to 
the philosophy b ehind 144a, 
which was to malm such place- 
ments Mater . 

US investment banks argue 
tb«t this rule discriminates 


against their participation in 
the i T ri wr mrt tonfli w piUten busi- 
ness, and have made represen- 
tations to the SEC. They say 
the expert I ns tit ut io na l inves- 
tors qualified to buy securities- 
under 144a do not need the pro- 
tection of rules derignesl to 
hdp small investors. The issue 
is under review by the SEC. 
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RISES AND FALLS YESTERDAY 


LONDON TRADED OPTIONS 


EQUITY GROUPS 


Tuesday October 23 1990 
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Figures in parentheses show number of 
stocks per section 



STOCK index futures M ils cash 
- market higher yesterday as a 
strong institutional buyer 
emerged. Meanwhile, In the 
traded options market there 
remained an active softer of index 
calls. 

The December FT-SE 100 index 
continued Its advance as an insti- 
tution. said to be Prudential, 
bought 1,200 cumiacte through a 
floor broker on the London Inter- 
national Financial Futures 
Exchange. 

Analysts said with the tall in oO 
prices and strength in overseas 
markets, futures had been due to 
advance. 

December FT-SE closed at 
2.180, up 28 points on the day. Us 


premium aver the cash index 
ended at 54* - 

Brokers estimate that taking 
future dividend pa yment s and the 
cost of finance into consideration, 
December should only be 35 
points above the cash index, 
indicating the more bullish stance 
in the futures market 

In the options market, dealing 
levels ware down on the previous 
session, reflecting the recent 
lower levels of activity on the 
stockmarket A total of 28^85 con- 
tracts changed hands, and was 
weighted towards calls. 

The FT-SE index options contin- 
ued to attract attention. One 
house, said to be KMnwort Ban- 
son, sold 2J3O0 December 2/100 


calls. The FT-SE Index traded 
10,062 contracts, split evenly 
between calls and puts. 

Among the stock optio n s. Sears 
was the busiest. A broker crossed 
1,750 December 100 calls, and 
that accounted for the bulk of the 
session's business. 

Turnover in Glaxo was lifted by 
call trading. James Capel sold 
750 December 800 calls. Racal 
was lifted by bid specutetkm. It. 
traded 1,538 contracts as puts 
and calls were sold. 

Lucas traded 1,385 as the 
March 110 calls were sold and 
March 130 calls ware purchased. 

British Steel was next on the 
nst as 1,288 changed hands, most 
of which were calls. 
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Customer destocking cuts 
McKcchnie to £ 28 . lm 


By Clare Puwson 

PRE-TAX PROFITS of 
McKechnie, the plastics agfl 
metal components group, fan 
28 per cent to £28J39m in the 
year 1 -to end- July following 
reduced dempm^ fop its prof 
note both in the UR «t»f Aus- 
tralasia. * 

However, a same-again final 
dividend of 9.75p mama the 
yearly payment is maintained 
at I4.75p. Mr Jim Butler, chair- 
man, sMd hehellfived the com- 
pany had “weathered the worst 
of the downturn" although the 

OUtlOOfc Was 8t01 imrarfarin 

"In about 75 per cent of the 
group end-user demand is 
down year-on-year, but only a 
third Is stQl experiencing the 
disruptive effects of destock- 
ing.” he said of the current sit- 
ua tion. 

During the year, there had 
been a sharp. .decline in UK 
housebuilding and DIY con- 
sumer sectors followed by ero- 
sion of demand in other sectors 


and in April “an even more 
precipitous" fall in building 
and construction activity In 
Australasia. - . . 

Mr' Butler said destocking 
appeared to tie over in McKe- 
. chide's UK housing and DIT-re- 
lated businesses and in stain- 
less steel tubing. The plastic 
components division was being 

helped by sales of some new 
products for the motor indus- 
try. 

On the sale of McKehbnie’s 
extruded products division to 
Trelleborg, the Swedish indus- 
trial group, which has been 
referred to the Monopolies and 
Mergers Commission, Mr But- 
ler said be expected a positive 
outcome “later in the calendar, 
year.” He said both McKechnie 
and TreDeborg were convinced 
the deal was not against the 
public interest. 

Terms of the sale, o riginall y 
worth £37m,have beench ang ed 
in the last two , months. The 



price baa been reduced sli g htl y 
aid McKechnie will collect the 
divirion’s debtors, rather than 
warranting them. 

Turnover was £3 6 1.0 4m 
(2360.88m). With a considerable 
proportion of borrowings in 
foreign currencies, net interest 
payable stood at £6.56m 
(£6. 65m). Earnings per share 
fell to 2&8p (33w6p). 

By division, operating profits 
in plastics amounted to 
£12.48m (£14.D8m) and metals 
£8.74m (£11. 42m). Consumer 
products plxxmmetted to £4.74m 
(£lL62m) while specialist prod- 
ucts were maintained at 
£&68m. 

There was a second half 
improvement in the perfor- 
mance of McCourtney, the US 
plastics company which had 

aartwr s it fT nrwj thf c1a«;Vi<n g (jf 

an order from a major cus- 
tomer. 

By geographical area. UK 
and Europe accounted for 70 
per cent of operating profits. 
New Zealand and Australia 15 
per cent and South Africa and 
the US made up the 
balance. 


3tm Butler (left) and Mtelnd fWt, chief wii e taitl vg 


*Tr» inu TTim^J. i hi 


One of the first companies to 
be hit by the UK economic 
downt ur n, it could be argued 
McKechnie is one of the first to 
qualify as a buy for recovery in 
the housebuilding and con- 
sumer products markets. Cer- 
tainly the company is indicat- 
ing ft is finding current 
markets much more manage- 
able fhau nhr TwmitH«c a gf ) when 

it was engaged in a hopeless 
struggle to catch up, in cost 
temw with rapid destocking. 
However, the outlook is still 
deeply uncertain. McKechnie is 
also in the unfortunate posi- 
tion that even as its European 
activities stabilise currencies 
In its other markets are turn- 
ing against it. Uncertainty over 
the sale of the extrusion divi- 
sion complicates forecasts but, 
leaving that aside, pretax prof- 
its are likely to be slightly 
down at about £27 .5m this 
year. The prospective p/e is 
about 8£ but the real attrac- 
tion is the yield: a solid 10 per 
cent assuming dividends are 

nwfntafrngri. 


Densitron falls 
to £376,000 

In spite of a growing order 
book, first-half', profits, of 
Densitron- -.International 
continued -fixe disappointing 
trend experienced throughout?’ 

1989: “r r. •— — 

From turnover £2.72fo ahead 
at H3j0Tta; ihe taxable result 
for the rix nfamtTiw to end-Juns 
worked through 32 per cent 
lower at £378m 
Directors said, that following- 
currency fluctuations and 
delayed deliveries from 
suppliers forecasts for the 
remainder of the year were 
difficult to make. j 

The interim dividend is held 
at 0.7p from, earnings of U3p 
<8PX - . . ■ 

For th e 19W year the group, 
which manufactures a diverse 
range Of 

on an international basis 
operating primarily from 
Japan, the UK and the US, saw 
its pre-tax profits- fell from 

£i. 63 m to £LUm. 


Brierley Increases his 
stake in Tyndall to 9.1% 


By Andrew HIB 

JEPrSECURJTBSSra vehicle for 
SirTfoo Brierley, the New Zear 
• iw x d— ■e n treprene ur . --hue- 
i ncr eased its •■stake' in Tyndall 
Holdings, the UK fhwnrial ser- 
vices company, from 7.5 per 
cent to 9.1 per cent 

Mr Richard Horton. Tyn- 
dall's finance director, said yes- 
terday that the group was not 
concerned about the growing 
IBP stake. “They have been 
shareholders for some years,” 
he added. 

Mr Garnet Harrison, Tyn- 
dall's chief executive, resigned 
a month ago to pursue negotia- 
tions with the group about the 
possible buy-out of its Austra- 
lian financial services inter- 


Tyndall has written down 
the value of its interest in Tyn- 
dall Australia, but as a result 
baa a deficit on distributable 


reserves which it hopes to 
eliminate through a capital 

reeonstxuctioiL - 

Mr Horton said yesterday 
that' discussions with Mr 
Harrison and other Tyndall 
Australia managers were con- 
tinuing and the group hoped 
to announce further details 
before the end of the 
year. 

Waterglade sales 

Waterglade International 
Holdings has disposed of five 
property developments in 
Hamburg with a total site 
value of DMBSm (£30m) to the 
Reinhold Group of Sweden. Net 
consideration totals DM12. 71m 
which, together with the settle- 
ment of £276,000 in Inter-com- 
pany loans is payable in cash. 


Feet in the City? 

Heart in the Country? 


Annual Report published today 


Keep a finger on the pulse of rural communities. 
ACRE is the national contact point for England’s 
38 county-based Rural Community Councils. 
They give practical support to local projects, 
perhaps in villages which you know? 

ACRE, the rural communities charity, is the national 
association of the Rural Community Councils. We 
publish Rural Viewpoint magazine, research 
reports and books on business initiatives, 
education, affordable housing, village services 
and even teleworking: ask for the mail-order 
publications list 

The 1989-90 Annua! Report is published today. For 
a free copy, write to Dr. Malcolm Moseley, Director, 
ACRE, Stroud Road, Cirencester GL7 6JR or 
telephone 

0285 653477 


Shandwick 
cheers PR 
sector with 
41.5% gain 

By Andrew Bolger 

SHANDWICK, the w orld’s 
largest public relations group, 
cheered the depressed market- 
ing services sector yesterday 
by reporting a 415 per cent 
winwaiw to £2035u is pre-tax 
profits for the year to July 31- 

Operating income rose by 41 
per cent to £lD3.19m and earn- 
ings per share were 26 per 
cent higher at 18p. A final div- 
idend of 2-61p lifts the total 
for the year to 3*5p, a rise of 
over 37 per cent. 

Mr Peter Ga mmer , chairman 
of the acquisitive UK-based 
group, said: “New business 
prospects have never been bet- 
ter end the resilience of PR 
consultancy in these difficult 
frii rwi for our clients is well 
supported by these results. We 
therefore look forward to 
another successful year.” 

Shandwick said that even 
with the completion of acquisi- 
tions in the year giving rise to 
£7m of earn-out liabilities, the 
group bad reduced such liabili- 
ties from £69m at July 31 last 
year to £40m a year later. 
Management believed these 
earn-outs could be funded 
entirely from the cash-flows of 
the earn-out companies. 

Mr Gmnxner said: “Since the 
half-year, net debt has dropped 
from £34m to below £28m. 
Although debt levels will fluc- 
tuate during the current year, 
we expect, as the highest 
annual earn-outs have now 
been paid, a further reduction 
by July 1991. 

“In the following four years, 
as earn-out commit- 

ments estimated at £9m per 
annum are satisfied, borrow- 
ings will be etiminated.” 

Shandwick said continuing 
demand from multinational 
clients seeking global PR pro- 
grammes had exceeded expec- 
tations. During the year, some 
£6m of animal fees had been 
awarded and negotiations 
were continuing with 15 pro- 
spective clients, each of which 
command animal retainer fees 
of more than £lm. 

The geographical split of 
business is about 50 per cent 
in North America, 28 per cent 
in Europe and 22 per cent in 
Asia. 

• COMMENT 

Shand wick's shares rose 8p to 
120p, which showed organic 
growth continuing at over 20 
per cent. Analysts are expect- 
ing pre-tax profits of about 
£25m next year, which puts 
Shandwick on a prospective 
multiple of '6. The low rating 
reflects sentiment towards a 
sector which has been trauma- 
tised by the crisis at Saatchi ft 
Saatchi and the demise of 
Michael Peters. The market is 
also waxy of a company which 
- has been quick to issue paper 
at any sign of strength In its 
share price. Shandwick may be 
entering a new phase, how- 
ever, with eam-ont liabilities 
and debt set to fall over the 
next few years. Mr Gammer 
does not completely rule out 
farther in-fill acquisitions, but 
says his international network 
is largely complete. Shandwick 
hopes its average fee of only 
£35,000 per client will make it 
more recession-proof than the 
more cyclical advertising 
industry. The shares are likely 
to benefit from any l e ssening 
of the prevailing economic 
gloom, although the weakness 
of the dollar win not help In 
the short term. 


Barbican rises 
42% to £1.28m 

Profits of Barbican Holdings, a 
Third Market-quoted trader in 
the property and industrial 
sectors, rose from £901,000 to 
ElJZSm pre-tax for the year to 
end-June 1990. 

The 42 per cent improve- 
ment was struck on turnover 
£6. 67m higher at £8.94m. 
Interest charges amounted to 
£ 1.13m (£353,000). 

Directors said net assets had 
increased by over 60 par cant 
to £13m and that gearing had 
been restricted to 50 per cent. 
They hoped to be able to 
report progress In the 
accounts regarding a move to 
the USM, plans for a consolida- 
tion of the ordinary shares and 
payment of the arrears of the 
preference dividend. 


Value and Income 
nav slides to 70.2p 

Net asset value per ordinary 
share of Value and Income 
Trust, which is 2355 per cent- 
owned by Barclays, totalled 
7D.2p fully diluted at Septem- 
ber 30, against 75.5p six 
months ago and 765p a year 
earlier. 

Income for the half year to 
September 30 rose from 
£l.93m to £2.lm, of which 
securities co n tri bu ted £641,000 
(£788,000) and rents from 
investments properties £155m 
(£973.000). 

After-tax income Improved 
to £685,000 (£570,000), equal to 
earnings per share of 152p 
(1.25P). The interim dividend 
is raised to 155p (lp) and a 
final of at least lB5p Is fore- 
cast for a minimum 2.7p (2£p) 


New broom sweeps a minefield 

Richard Gourlay considers the problems at Astra Holdings 

W HEN Mr Boy Barber 
arrived in March at 
the exclusive St 


W HEN Mr Roy Barber 
arrived In March at 
the exclusive St 
James's headquarters of Astra, 
the munitions manufacturer 
which last week announced 
losses of £65m. he knew he was 
stepping into a TwlnBfldA. 

The City Institutions, led by 
3i and Prudential, which 
appointed him , knew the com- 
pany’s position was perilous 
but the extent of the troubles 
only emerged last week when 
it belatedly released unau- 
dited results for the year to 
March 1990. 

“The size of our losses is 
most likely a surprise,” said 
Mr Tony McCann, the new 
chief executive brought in by 
Mr Barber. “But at least the 
shareholders can now see 
what they have got." 

Less than 18 months after 
they paid I20p in a rights 
issue for shares which stood 
at 6p at last night's close, it is 
about all the shareholders can 
be thankful for. 

The company had expanded 
quickly since its listing In 
1986 with an acquisition each 
year, making it hard for out- 
siders to recognise problems 
which only came to tight 
later. 

The string of acquisitions 
c ulmina ted in the tMw pur- 
chase of Poudreries Rennies 
de Belgique (PRB), bought 
with part of the proceeds of 
the July 1989 rights issue. The 
Belgian munitions company 
was later investigated by the 
public prosecutor in relation 
to its role in the “Zraqi super- 
gun" affair. 

PRB collapsed in July this 
year with losses of £12m, 
against which Astra provided 
an extraordinary item of 
£18.3m in its nnaudited 
accounts. Though Gechem, 
which sold PRB to Astra, had 
given a warranty on forecast 
profits, Mr Barber said that 
this was not effective and did 
not apply once the company 
had moved into the red. 

The failure to obtain effec- 
tive warranties was “unusual 
in view of PRB's history of 
losses and commercial prob- 
lems," he said. 

In March this year, the 
board asked Mr Gerald James 
to step down as chairman of 
Astra. Later that month, Mr 
Christopher Gnmbley. the 
chief executive, resigned. He 
was subsequently charged 
with corruptly giving a BMW 
car to a Ministry of Defence 




Greek police Inspect steel tabes thought to be part of an 
Iraqi supergun. Astra's PBR subsidiary delivered missile 
propellants, believed to be for the gun, to Jordan 


official. 

Four other directors 
resigned by the middle of 
ApriL At the request of Mr 
Barber, the Department of 
Trade and Industry is now 
investigating the PRB acquisi- 
tion and the rights issue. 

Shareholders are likely to 
ask some tough questions at 
the annual meeting on 
November 12 about the roles 
played by Stoy Hayward, the 
auditors, and PaineWebber 
International, the financial 
adviser to Astra at the time of 
the rights issue. 

According to Mr Barber, 
Astra was In breach of loan 
covenants on its £50m credit 
facility from the beginning of 
1989. Stoy Hayward said that 
by the time it signed off the 
accounts in July, Astra bad 
come to an agreement with its 
bankers whim meant it would 
no longer be in breach of the 
loan agreement 

Mr Barber said that Astra 
only briefly complied under 
the new bank agreement, 
which was conditional on the 
rights issue and the PRB 
acquisition going ahead, when 
the loan proceeds came in. 

Paine Webber’s role as 


financial adviser in the rights 
Issue, for which they are 
claiming £500,000, has led to 
litigation. 

In the rights issue docu- 
ment, which was underwrit- 
ten by stockbrokers Hitchens 
Harrison, shareholders were 
told by Astra's chairman: 
“your board, which has been 
advised by PaineWebber and 
by Hitchens, considers that 
the rights issue and the acqui- 
sition are in the best interests 
of Astra and its sharehold- 
ers.” Shareholders are likely 
to want to ask how that assur- 
ance could be made. 

Astra haB refused to pay 
PaiseWebber's fee on the 
grounds that it bad not per- 
formed the services it should 
have performed as the com- 
pany’s financial adviser. The 
High Court is expected to 
decide today on PaineWeb- 
ber’s claim that Astra has no 
defence for not paying its fee. 

One institutional investor 
said yesterday that at the 
time of the rights issue the 
subject of breaches in the 
loan covenants was not 
raised. “Any such breaches 
would be material to inves- 
tors, especially in the context 


of a company raising new 
equity finance." he said. 

As well as paying for the 
PRB acquisition, the rights 
issue raised £11 5m for what 
Astra called its “ongoing 
requirements”, part of which 
was repaid to the banks. 

The rights issue is not the 
only contentious issue. The 
unaudited results for the year 
to March 1990 show an excep- 
tional write-off of £i-im covet- 
ing obsolete inventory. 

“With benefit of hindsight. 
Astra continued high levels of 
production when sales pros- 
pects were very vague, result- 
ing in high Inventory levels,” 
said Mr Barber. 

Mr Barber also questioned 
the decision ahead of the 
lights Issue to revalue a weap- 
ons testing site at Falding- 
worth at replacement cost. 
This helped boost net assets. 
Restating Faldingworth at 
original cost less deprecia- 
tion, and other fixed assets at 
realisable value, led to an 
£18 -2m extraordinary loss In 
the results Just released. 

The rights issue was 
launched on July 17 1989 on 
the back of profits for the 
year to March 1989 of £95m. 
During the next six month 
period Astra would swing 
sharply into the red. reporting 
a £3.4m pre-tax loss, compared 
with a £4. 05m profit at the 
same stage the year before. 

So what do Astra sharehold- 
ers have left and what are its 
prospects? Its net assets have 
been cut to £22.7m and It has 
the support of its bankers for 
its programme to cut debt, at 
present standing at £38m. 

Some 95 per cent of Its turn- 
over is defence related, from 
Astra Defence Systems, for- 
merly British Manufacture 
and Research Company which 
was acquired in 1988. Most of 
its sales are to the US Depart- 
ment of Defence. 

Like every other defence 
company, it is searching for 
diversification while express- 
ing cautious optimism that 
uncertain events in the Gulf 
may benefit short-term sales. 

What is certain, according 
to the new chief executive, is 
that while profits might not 
end next year in the black 
after interest, Astra will not 
produce the kind of bombshell 
it dropped this week. 


Kvserner a.s 

(Incorporated In Nonway with limited Kabifity: No. 1888390) 


Application has been made to the Council of The International Stock 
Exchange in London for ail the free A shares and all the B shares of Kvgemer a.s 
to be admitted to the Official List and dealings on The International Stock 
Exchange are expected to commence on 29th October, 1990. 


Kvaamer a.s is the Norwegian parent company of a group of companies whose principal 
activities encompass mechanical engineering, pulp processing systems, contracting 
for the offshore industry, engineering consultancy, specialist shipbuilding and the 
ownership and operation of specialist shipping fleets. 

The following table sets out the share capital of Kvaemer as as at the date hereof; 


Number of shares 

Nominal value (NOK) 

I 15,563,441 

194,543,012.50 

7,612,224 

95,152,800.00 

7,858,833 

98,235,412.50 

31.034.498 

387,931,225.00 


Restricted A shares of nominal value NOK 12.50 each 
Free A shares of nominal value NOK 12.50 each 
B shares of nominal value NOK 12.50 each 


Listing Particulars relating to Kvaemer a.s are available in the Companies Fiche 
Service of The International Stock Exchange. Copies of the Listing Particulars may 
be obtained during normal business hours (Saturdays and public holidays excepted) 
up to and including 28th October, 1990 from the Company Announcements Office, 
The International Stock Exchange. 46/50 Finsbury Square, London EC2A 1HD, 
and up to and including 7th November, 1 990 from Kvaamer a.s, Hoffeveien 1 , Skayen, 
N - 0212 Oslo 2, Norway and from: 

SPONSOR AND BROKER TO TVEHTROOUCnON: 


Enskilda Securities 

Skandlnaviska Enskilda Limited 
26 Finsbury Square, London EC2A IDS 


This advertisement la issued in compliance with the regulations of the Council of The International 
Stock Exchange. It does not constitute an invitation to any person to subscribe for or otherwise 
acquire ary shares in KvBwner a. 3. 

24th October, 1990 





24 


FINANCIAL TIMES WEDNESDAY OCTOBER 24,1990 


UK COMPANY NEWS 


Bryant makes £38m cash 
call to buy more land 


By Richard Gouriay 

BRYANT, the housebuilding 
and development group, yester- 
day announced it was raising 
£3Sm in what Is likely to be the 
first of a new round of rights 
issues from builders, stating 
that it believed land prices bad 
bottomed out 

The company said it would 
use the proceeds to buy land 
over the nest year to take 
advantage of the what it antici- 
pates will be an increase in 
house prices as interest rates 
fall 

The fully underwritten one- 
for-four rights issue is priced at 
77p - a 17 per cent discount to 
the 93V4p at which the shares 
closed yesterday. 

The immediate effect will be 
that Bryant can pay down Its 
debt currently standing at 
£49m. This has risen from £25m 
at its year-end in May this year 
as a result of a tax charge and 
an increase in land purchases 
and work in progress. Associ- 
ate company debt attributable 
to Bryant amounts to £27m. 

Mr Michael Chapman, 
finance director, said that land 


Bryant 


Store price refeEve to FT-A All Stare 
110 



prices had been falling for 
some time but that only 
recently had any significant 
quantity started to become 
available on the market 
Bryant had chosen a rights 
issue at this time partly 
because it was aware other 
building companies would be 

going to the market for funds 
and it wanted to be "ahead of 
the game”. 


"We are taking the cash now* 
to strengthen that balance 
sheet to take advantage of the 
opportunities aa they arise In 
the next six months,” Mr Chap- 
man said. 

Pre-tax profits for the year to 
end-May were down 61 per cent 
at £29. Lm. During that year 
Bryant made a 29m provision 
covering a revaluation of land 

it bought at the height of the 
market in 1968. 

Bryant spent over £80m top- 
ping up its land bank In 1968, 
compared to less than £40m 
last year and about £55m it 
would spend in an average 
year. 

The group currently has 
7,200 plots of land valued at 
£20,000 a plot and 3.400 options 
to boy at a discount to market 
price. 

Analysts say Bryant is not 
alone in thinking that land 
prices are bottoming out. In 
tha last six months a number 
of cash rich companies have 
been buying land when it 
appeared on the market 
See Lex 


Successful 
recipe at 
Le Creuset 

Le Creuset, which makes cast 
iron cookware and oven-to-ta- 
bleware at its base in Fresnoy- 

le-Grand, northern France, 
expanded pre-tax profit by 48 
per cent in the first half of 
1990. 

Highlights I n clud e d the com- 
missioning of new automatic 
casting equipment, encourag- 
ing reception to new barbe- 
cues, fondues and earthenware 
products, and continued 
investment in consumer com- 
munication progr amm es. 

Turnover of the USM-quoted 
group rose 8 per cent to 
£15.83m (£14. 7m) while the 
profit worked through to 
£970,000 (£655,000). after net 
interest charges of £348,000 
(£371,000). Earnings were 32p 
(3.4p) and there is an interim 
dividend of FFtO.13. 

The strong cash flow was 
expected to reduce borrowings 
in spite of si gnificant capital 
expenditure, with a resultant 
lower ann ual Interest charge, 
said Mr Paul van Zuydam, 
chairman. 


Canadian bank silent on 
Polly Peck court move 


By Barnard Simon in Toronto 

NATIONAL BANK of Canada 
yesterday declined to give any 
details of its exposure to Polly 
Peck International or the 
reason for its decision to seek a 
winding up of the company. 

The Montreal-based bank 
has become the first of Polly 
Peck bank creditors to apply in 
the High Coart in London to 
have the fruit and electronics 
company wound up. 

Its petition is not scheduled 
to be heard until December 12. 
but could have the effect of 
freezing Polly Peck’s accounts. 

National, the smallest of 
Canada’s "big six” iwwiw, imw 
come under some pressure 
recently as a result of its 
substantial exposure to 
Campeau Corporation, the 
floundering- real estate and 
retailing group, and to the 
fast-weakening Quebec 
economy. 

Mr Roy Palmer, analyst at 
stockbroker Bunting Warburg 
in Montreal, said the bank had 
become more aggressive in 


staking Us r-iaima on overdue 
loans. 

National’s net Income slid by 
two thirds In the three months 
to July 31, largely as a result of 
extra provisions for 
non-performing loans - the 
bulk of which were made to Mr 
Robert Campeau, Campeau’s 
founder. 

The bank, with assets of 
CJSTbn (£l6-2bn) has poshed up 
its estimated 1990 loan losses 
by C$100m to CS246m. 

National's falling share price 
torpedoed a C$95m rights Issue 
earlier this month to 
strengthen its capital base. 
Subscriptions fell C$37m short 
of the target 

Canada’s superintendent of 
financial institutions, the main 
banking regulator, recently 
completed its annual review of 
National’s outstanding loans. 
An official in the 
superintendent's office said 
yesterday that the regulator 
was comfortable with its 
portfolio. 


More delay 
over Brent 
Walker bond 
details 

By Magglo Urry 

THE DELAYED listing 
particulars for Brent Walker’s 
£103.3m convertible capital 
bond issue are now not expec- 
ted to be posted to s h a r eho ld - 
ers until early next week. 

The group, which operates 
betting shops, pubs, hotels and 
leisure complexes, announced 
the 13 per cent bond issue last 
month. 

Then it said toe document 
would be posted by October 8. 
On that day it announced that 
there would be a delay to prod- 
ucing the document, but had 
hoped to post it early this 
'week* 

However, bankers working 
cm toe listing particulars now 
say that they will probably be 
sent out at the last possible 
moment. 

The bond issue is condi- 
tional on the approval of 
shareholders and on the Stock 
Exchange granting a listing by 
November 15. 

Calling a special meeting for 
shareholders* approval 
requires two weeks notice, 
which sets a final date lbr the 
posting of toe document of 
early next week. 

Erect Walker said the docu- 
ment had been held up 
because it wanted to include 
details of its of the bulk of 
its Goldcrest film business to a 

nisuiiig TP iiiwi t buy-out- 

Bankers working on the cir- 
cular, which Is expected to be 
a lengthy document, also said 
the complexity of toe issue 
and of preparing an 
up-to-date indebtedness state- 
ment, delayed its preparation. 

Brent Walker last month 
published an unaudited bal- 
ance sheet dated July 15 which 
showed net debt of El.lEbn. 
That included £160m which it 
Is claiming hadr f mwi fir anil 

Metropolitan, the drinks, food, 
pubs and r e stauran ts group, in 
a dispute over toe £685m price 
paid when it bought toe Wil- 
liam util and Mecca betting 
shop from GrandMet last 
December. 

Brent Walker withheld £5Qm 
of the buying price and Grand- 
Met is suing for payment. 

The bond issue converts into 
Brent W alker shares at a price 
of I40p. The shares, which 
stood at 375p in February, fell 
to 60p last week. Yesterday 
they rose 4p to 74p. 



FINANCIAL TIMES CONFERENCES 

PETROCHEMICALS 
IN EUROPE 

— The Hew Scenario 

28 & 29 November, 1990 — London 

Speakers include: 

Mr Jim Gordon 

SheU International Chemical Company Limited 

M. Jacques PuechaP 

AlochemSA 

Mr Bryan K Sanderson 

BP Chemicals Limited 

Mr Abdulaziz Ibrahim Al-Audan 

Saudi Methanol Company 

Mr Odd Hassel 

Cambridge Energy Research Associates 

Sir Denys Henderson 

Imperial Chemical Industries PLC 

Mr Henry Rowson 

Trichem Consultants Limited 

Mr Hugo Lever 

CEFIC 

Dr Sergio Cragnotti 

ENIMONT SpA 

Dr Edward Bennett 

Commission of the European Communities 

Dr Charles K Brown 

Goldman Sachs International Limited 

Mr Simon de Bree 

NVOSM 

Ms Jackie Ashurst 

James Capet & Co 

Mr Alan D Plaistowe 

Chem Systems Limited 


■ Subject to final confirmation 
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The language of 
international business 
isn’t English... 
it’s the language of 
your customer. 

Prepare for 1992 now. 

Communicate in your customer's 
language and call Berlitz today ana* 

071-5806482 London 

021-5434334 Birmingham 

031-2267198 Edinburgh 

061-2283607 Manchester 

0532-435536 Leeds 

FAST AND EFFECTIVE 

Courses are talor-made to meet the particular 
needs and schedules of both you and your company. 


MITSUBISHLCAFITAL INC. 

US$ 15/XXUXX) Guaranteed Dual Basis Bonds Due 2000 
(the "A Beads”) 

U5$ 9/XXMXJO Guaranteed Dual Basis Bonds Due 2000 
(the"B Bonds”) 

U5S 26,000,000 Guaranteed Dual Basis Bands Due 2000 
Obe "C Bonds”) 

In accordance with the provisions of the Bondst notice 1 b hereby 
given as ftdkrws: 

-Aw "A Bonds” 

* Interest period :22 nd October. 1990 to 22nd Jammy, 1991 

* Interest payment date; 22nd January, 1991 

* Interest rate : 92% p« annum 

* Coupon amount : USS 5*87778 

- the ”B Bonds" 

* Interest period: 22 nd October 1990 to 22nd January, 1991 

* Interest payment dates 22nd January, 1991 

* Interest rate : 825% per annum 

* Coupon amount : USS 5,654.17 

- the "C Bonds’ 

* Interest period: 22 nd October, 1990 to 22nd January, 1991 

" Interest payment date: 22nd January, 1991 

* Interest rate : &4?5% per annum 

* Coupon amount : USS 5/11458 

BANQUE INTERMATiaNALE A LUXEMBOURG 
Sod6t6 Anonyme 
AGENT BANK 
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For information please return this advertisement, 
together with your business cord, to: 

Financial Times 
Conference Organisation 

126 Jormyn Street, London SW1Y 4UJ 
AlrnnaOvetyi 

Telephone; 071-92S 2323 

Tblex: 27347 FTCONF G Rsdc 071-S2S 2125 


PLASTIC CARDS 

The Financial Times proposes to publish this survey on: 
28lfa November 1990 

Fix n fcfl ttfilorial lynopn and « U rgtbcmBal detafla. pfcave contact 

Jonttbao WaBb 
ob 071-873 3545 

or write to him at: 

Number One 
Southwark Bridge 
London 

. SE19HL _ . 


Wolseley profits static at £121m as 
slump in building industry takes toll 

Rv Rlriunl Gmirlau 


By Richard Gouriay 

WOLSELEY, the di st rib u tor of 
building materials and plumb- 
ing and heating equipment, 
yesterday announced pre-tax 
profits for the year to end-July 
almost unchanged at £l20.7m 
but warned that market condi- 
tions had become increasingly 
difficult. 

An improvement in trading 
profits in US and UK distribu- 
tion divisions was offset by the 
b uildin g slump in the UK 
which hit sales of electrical 
products and window furnish- 
ings. 

The outcome, up from 
£120 -2m, came from a 12 per 
cent increase in turnover at 
n.85bn. 

A recommended final divi- 
dend of 9p makes a total of 
I2.lp - a 10 per cent increase 
on 1989's up. 

Mr Jeremy Lancaster, chair- 
man, said trading barf become 
increasingly diffic ult towards 
the end of the year and 
remained, tough but there was 
some hope for an improve- 
ment “If the recent reduction 
in interest rates is a presage 
far farther falls, the UK build- 
ing cycle may now be near or 
at its bottom, ” he said "There 
may be some increase In activ- 
ity from next spring.” 

During the year gearing 
increased from 24.6 per cent to 
28.4 per cent mainly as a result 
of the acquisition of Needwood 
Holdings, a banders’ merchant, 
from receivers Just before the 
year -end. 

Wolseley paid £26m for toe 
company including 35 locations 
which are being integrated into 
its builders’ merchant and 
plumbing activities. 

The US contributed £572m 
of trading profit, 44 per cent of 
the group total, on sales up 18 
per cent at £1.03bn. Demand at 
T amilian Northwest, the US 
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West Coast building distribu- 
tor, remained firm »™i offset a 
downturn in California. The 
lower dollar and the downturn 
in the US economy will result 
in slightly lower pre-tax profits 
from the US this year, Mr Lan- 
caster said. 

The UK distribution division 
achieved marginally higher 
trading profits at £47 Jm from 


sales up 8 per cent, accounting 
far 37 per cent of group profits. 
The merchant business and 
plant hire operations were hit 
by the continued downturn In 
construction and housebuild- 
ing in the south east of 
England. 

UK manufacturing’s share of 
group trading profits fell from 
26 pear cent to 19 per cent Sales 


edged ahead but profits fall 24 
per dent to £M.6nL 
In addition to the fall In 
sales of electrical products, 
which was related to the bond- 
ing slump, demand for farm 
machinery fdL Mr Lancaster 
said the UK manufacturing 
would experience another diffi- 
cult year. 

See Lex 


FR falls by 9% as defence squeeze bites 
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By Andrew Hill 

FR GROUP, the aviation 
products group which makes 
65 per cent of its sales in the 
defence sector, yesterday 
reported pre-tax profits down 9 
per cent and earnings 11 par 
cent lower in the first half at 
1990. 

Analysts expect FR, which 
specialises in air-to-air refuell- 
ing equipment, to. turn in 
another static profits perfor- 
mance for the fell year, as the 
squeeze on defence expendi- 
ture continues worldwide. 

Pretax profits were £l(L8m, 
compared with £11 -9m In the 
first six months of 1989, while 
earnings dropped from.l(L8p to 
9.6p. The interim dividend is 
again 2.23p. 

The group said it had been 
awarded three contracts which 
would benefit the company In 
1991 and beyond. The most sig- 


nificant were orders from the 
UK and French defence minis- 
tries for Falconet target air- 
craft. 

Mr Giles Irwin, finance direc- 
tor, said yesterday: “We don’t 
see ourselves pulling out of 
defence. We do recognise that 
IPs a difffam li marketplace but 
the Gulf crisis has made people 
realise that there is still a 
Hrfjpnnn industry: if you are in 
the tight areas, there will be a 
continuing and a profitable 
need for defence products.” 

FR could also benefit from 
windfall gainw in the Gulf cri- 
sis if “significant business 
Inquiries” from , the armed 
forces bore fruit, although Mr 
Irwin said the group was not 
counting on such gams. 

He did concede that the pros- 
pect of substantial increased 
revenue from subsidiaries sup- 


plying mq}ar US and European 
missile programmes was in 
doubt, although orders have 
not yet been cancelled. 

Mr Irwin said the gro u p was 
putting a lot of effort into non- 
defence products - which 
include aviation fuel system 
»nd pneumatic components, 
oxygen equipment and pipe 
couplings - but added: “The 
large contract awards are still 
in the military side of the busi- 
ness.” 

Turnover during the first 
half rose from £7&4m to £86.7m 
and interest receivable was 
Sightly lower ai^ £2Jm(£Sh8m). 

• COMMBNT • 

YR shot down its share price in 
February with a profit warning 
and since the beginning of the 
.year the shares have fallen 
from 238p, closing last night at 


l23p, down 5p. The group, 
stresses that It Is in "a 
long-term industry, but share- 
holders are undoubtedly ask- 
ing themselves how long they 
will have to wait for refuelled 
warning s growth. E&rzdngs in 
1988 were 20.4p, and 20.75p last 
year, for 1990 analysts are fore- 
casting profits of £2 1.5m or 
BWm before tiv, and earning s 
of about 19.6p, with a modest 
increase to 20p expected in 
199L The quality of FR’s busi- 
nesses is not in doubt, but Gulf 
crisis or no Gulf crisis, defence 
procurement agencies world- 
wide are -counting the pennies. 

' FR shareSrare- probably worth 
bolifing, if wily- for -the slim 
possibility of a bid That said, 
even on a multiple of 6 times 
forecast earnings this year 
there are few excitements in 
prospect for investors. 


Pressac ahead 19% to £2.68i 


By Andrew Jack 

HIGHER MARGINS and a 
recent acquisition helped Pres- 
sac Holdings, the electrical and 
electronic components group, 
lift pretax profits by 19 per 
cent, from £225m to £2.68m, in 
the year ended Jufr 3L This 
was achieved despite a static 
turnover of £32.44m, against 
£32L92m. 

Mr Geoffrey White, chief 
executive, said yesterday: “We 
felt the downturn as early as 
autumn 1988 and we have been 
able to react Our actions are 
now bearing fruit” The shares 
closed lOp up at 86p. 

The Nottingham-based group 
last year launched an effi- 
ciency programme which had 
reduced costs significantly, 
while prices remained gener- 
ally static. 

The break-even point in 
Pressac, which makes wiring 
harness assemblies, had been 
reduced by over 20 per cent, 
said Mr White. “The pro- 
gramme has now been 
extended across 9* group *wd 
will be a continuing feature.” 


PJ Mason, a manufac turer of 
components for neon signs 
which was bought for £Sm in 
February, contributed £289,000 
pre-tax in the five months 
since purchase. 

The acquisition increased 
interest charges to £437,000 
(£247,000). The borrowings 
were in dollars and fixed at 10 
per cent, said Mr White. Gear- 
ing now stood at 62 per cant 
Turnover rose by 15 per cent 
in the automotive division, 
which represented 44 per emit 
Clf group mIhi. Snhm to US 
grew by 49 per cent, a signifi- 
cant part of which a contract 
with General Motors to supply 
65 per emit of its flexible cir- 
cuitry for cars. 

Telecom, which manufac- 
tures telephone plugs and sock- 
ets, saw turnover reduced by 
38 per cent to £5.1m as a result 
of destocking by British Tele- 
com' which lasted until April. 
Turnover fell 25 per cent to 
£4.6m in the wiring division. 

Mr White re ported that order 
books were strong and at 


higher levels than last year. 

Warning s per shar e rose to 
9.79p (8.06p). The final dividend 
is L65p, making 2.4p (2p). 

• COMMENT 

Pressac h as e ngineered an 
impressive tnmround after dis- 
appointing interims, when pre- 
tax profits fell by 12 per cent 
The company is proud of the 
fact that it was among the first 
to feel the Impact of the con- 
sumer downturn two years 
ago. It has learnt the lesson 
since, diversifying out of the 
UK and consumer goods, and 
making substantial cost cut- 
ting measures. That hag helped 
boost margins in a volume 
business where price rises are 
not feasible. New contracts 
from General Motors and 
renewed purchasing from Brit- 
ish Telecom will help turnover, 
while adding assembly work in 
its US factory will boost dollar 
reserves. On £3.3m pre-tax 
profits for the current year, the 
multiple is about 7, with the 
Shares somewhat undervalued. 


Boxmore advances 
20% to £1.55m 

Improved margins helped 
Boxmore International to 
increase first half pre-tax prof- 
its by 20 per cent, from £L29m 
to £1.55m. 

The group, a USM-quoted 
packaging organisation, is 
based in Belfast. 

Turnover expanded by 18 
per cent to £9.65m, and operat- 
ing profit advanced 29 per cant 
to £1.21m. There were no 
interest charges (£3,000). Earn- 
ings per share came to lL5p 


(8-9p) and the interim i 
is pushed up to 2p (l.Tp). 


Swedish buy for ICL 

ICL, Britain's largest 
computer manufacturer, is to 
purchase Databolin Informa- 
tion Systems, a Swedish soft- 
ware company, for nOm. 

In the deal, ICL will acquire 
Databolin subsidiaries in Den- 
mark, Finland and Norway. 

STC, the parent company, 
has agreed to sell ICL to 
Fujitsu of Japan, which 
intends to use it for wfM^hig 
its European operations. 
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Telfos shares 
tumble after 
resignation 
of chief 

By Maggie Urry 

SHAKES IN Telfos Holdings* 
toe Leeds-based locomotive 
and tolling stock, inves t me n t 
and pr op erty group, yesterday 
slumped 27p to 73p after Mr 
Jonathan Maifaia, chief execu- 
tive, resigned, jwparentiy after 
a boardroom disagreement. Mr 
Edward Duke, another direc- 
tor, fa becoming managing 
director. 

Last night Mr MaUns said be 
would not comment on bis 
departure. 

The group published a brief 
statement reiterating its deter- 
mination to withdraw from 
toe investment and property 
business, which It said were 
non-core activities. Interim 
results, announced earlier this 
month, showed these busi- 
nesses Incurred losses of 
£39&0W in toe first half. 

The group, which made a 
£L3L9m rights issue at lBflp in 
July, said it would advise 
shareholders of any provisions 
which would have to be nude 
against toe divestments. The 
group fa also dosing its Lou- 
don office. 

Telfos said that its core bad- 
ness w» continuing to trade 
well and the cash position was 
strong. At the dosing price the 
group fa valued at £23. Im. 

Earlier this year Telfos won 
a £8Xm contract to build new - 
rolling stock for British Bail 
and last year took a 51 pei' 
cent stake In a Hungarian 
way engineering group. 


RMC injunction 

KMC said a court injunction 
won by a competing bidder 
during its nQfotfatians for the 
formerly state-owned Ruders- 
dotf cement -group in east&n 
Germany had been lifted.. 

In spite of the injunction 
from Holderbank of Switzer- 
land RMC announced earlier 
this month that it would be a 
major participant in a Joint 
venture with other German! 
companies to establish a build- . 
ing materials operation in east- 
ern Germany. ' ■“> 
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A challenge to Common 
Market farming inertia 

Bridget Bloom looks at proposals for mitigating 
the notorious shortcomings of the existing CAP 


Gas industry changes in the pipeline 

Steven Bntler reviews a book calling for an increase in competition 

E U ROPE’ S natural gas industry’s foundations ai 

a**n Bxportow to Eoropw 



E UROPE’S natural gas 

tadnsixy ^ls rmtik ftly to 
be Biassed by the p nhTi- 
catlon yesterday of Mr Jona- 
than Stem’s book Euro pean 

fiflS Mwrtmfn 

Mr Stem. head of the energy 
and environmental progr a mme 
at the Royal -Institute of inter- 
national Affairs, is one of Just 
a handful- of independent 
experts on. the industry. As 
such he has credibility when 
he calls for more competition 
among gas suppliers in the lib- 
eralised environment of a sin- 
gle-market Europe. This could 

gi gnal big Changes eham ri Tnr 
the ftw lm f -r y _ . 

Opportunity for growth in 
the industry over the next two 
decades is ekrfthig , Mr Stem 
argues, with the potential for 
gas to double its Share in the 
energy market Tins axM hap- 
pen because gas is abundant 
and has fewer environmental 
detractions th*n any of the 
competing 

At the same time, he says, 
rapid growth in gas con- 
sumption is not a foregone 
conclusion- The industry win 
have to meet several important 
challeng es, including arrang- 
ing for secure supplies from 
outside the European region 
a nd adapt in g^ to a more 
competitive mwrfaa* 

For several years, the gas 
industry has lobbied hard in 
the European Commission 
w gxtiwt. any moves to promote 
gas-togas competition within 
tha industry, on tte American 
or British p at tern. Currently, 
pipeline operators on the Con- 
tinent operate, de. facto or. de 
jure, territorial monopolies on 
gas distribution. They gen- 
erally buy all the gas that, 
passes through then' pipelines 
and then sell it an to other 
dfatrilm toin or consumers. 

The only competition is pro- 


potential 


Country 

Pro— n 

fan at m) 

Probable 

reserves 

Proven 

reserve 

Bfe* 

Dtr,hehla 

rTOCraf 

Of 

UK 

500 

1,785 

13 

40 

Norway 

2,250 

3.000 

80 

107 

Netherlands 

1730 

1377 

26 

28 

. Germany 

188 


11 


Italy 

290 


17 


Romania 

162 


5 


Soviet Union 

AOfiOOt 

60,000 

52 

78 

. Algeria 

3,700 

5,000 

82 

111 

Libya. 

. . 722 


82 


Nigeria 

2,476 


32 


Iran 

14^00 


710 


.Qatar 

4.621 


714 


Abu OttaM 

5,180 


401 



i dMded bf T9B* production. Uxmt i 


vided by alternative fads, such 
as coal or cffl products. 

The European Co mmissi on 
has been toying with the Mew 
of promoting competition by 
forcing pjpefines to transport 
gas for others for a fee, 
thereby, giving consumers a 
choice of suppliers. 

Against this the industry has 
assembled a range of powerful 
arguments. The most impor- 
tant of these is that if pipelines 
loose the security of their 
markets they wHt 

• firstly, he unable to meet 
contractual obligations to pur- 
chase gas from producers in, 
s ay, th e Soviet Union or 
Norway, and; 

• secondly, they will be 

to finwraip wmlt Uimin n 
rinTI»r pf peWng and gaa devel- 
opment projects unless they 
can be sure other gas supphess 
will not take their markets 
away. 

Mr Stem accepts these argu- 
ments, unlike the European 
chemicals companies, which 
have been the biggest propo- 
nents of dwnp He still advo- 


cates reform but wants pipe- 
lines to be opened only in a 
manner that neither forces 
them to abrogate current con- 
tracts nor prevents them finan- 
cing large, new infrastructural 
projects. 

According to ftk idea, pipe- 
lines should be required to 
carry gas for others when they 
have spare c upuri t y , the na> of 
which would not threaten 
existing contracts. A more rad- 
ical solution, Mr Stem sug- 
gests, would be to declare pipe- 
lines “open-access", or 
available for third p a rty use, 
after the expiry of initial term 
contracts that underwrote con- 
struction of the 

He notes, h o w ev er , that any 
move to open the pipelines 
would require a regulatory sys- 
tem with teeth. He dfies the 
UK experience with the Office 
of Gas Supply to argue that 
such a system need be neither 
large nor cumbersome. Tet 
opponents will dredge up the 
case of the US to argue that 
creeping regulation, once 
started, will undermine the 


industry’s foundations and 

grow to unwieldy proportions. 

Aside from regulatory issues, 
Mr Stem points out the* *he 
projected demand increase for 
all Europe from 370bn cubic 
metres in 1989 to 650bn cu m in 
20 years, would require new 
sources of supply in areas now 
considered poeticall y unstable. 

"Non-European suppliers 
would account for more than 
half of total demand by 2010 
and the USSR on its own for 
nearly one-third." Supplies are 
abundant in Siberia, Africa 
and the Middle East, but all 
would require transit across 
potentially unstable areas, rais- 
ing important security issues. 

Mr Stern also argues that 
tiie industry will become more 
pluralist with the arrival of 
power generators purchasing 
large volumes of gas and inde- 
pendent companies laying new 
pipelines. “The situation which 
has evolved over the past two 
decades, where one or two indi- 
viduals in a handfa i of compa- 
nies tefcg virtually all decisions 
of any consequence for the 
industry, is not hkely to con- 
tinue under conditions of large- 
scale market expansion." 

European Gas Markets, how- 
ever, is not primarily a polemic 
tract, but rather a concise his- 
tory of the gas industry in 
Europe and the prospect for its 
continued development. Mr 
Stem even jokes that he has 
spent his professional Ufa as an 
expert on "the boring fael", for 
which he foresees a fu t ur e that 
is anything but baring. 

European Gas Markets: Chal- 
lenge and Opport u n it y in the 
1990s. Royal Institute of 
International Affairs. Published 
by Gower Publishing Co mp a ny . 
Gower House. Croft Rd, 
Aldershot. Hants GU11 3HR. 
Price. £25.00. 



T HE COMMON Agricul- 
tural Policy is no longer 
the right instrument for 
coping with the European 
Community's ehangmg agricul- 
tural problems; that much is 
now widely accepted. But what 
should be put in its place? 

Should the unpopular and 
costly policy simply be 
abolished, along with farm 
protectionism all over the 
world? Or is there some way of 
reforming it without sending 
Europe’s 9m-10m farmers into 
deep trauma? 

A stab at answering tins 
question is made in a new 
report from the Brussels-based 
Centre for European Studies. 
Its broad conclusions are that 

efficient (generally larger) 
farmers must be brought into a 
much more market-oriented 
system, while problems of the 
greater number of marginal 
farms must be tackled through 
rural development strategies. 
To this end, the report advo- 
cates creating a new Rural 
Affaire Directorate in the Euro- 
pean Commission. 

The report thus does not 
advocate root-and-branch 
reform, but that is hardly sur- 
prising given its authorship. 
Mr Claude Villain is a former 
wwii^y french nww«i a»H for. 
mer director general of DG VI, 
the EC commission's agricul- 
ture directorate, while the 
panel advising Urn included 
the great and the good of the 
official and commercial 
agricultural establishment, 
including Sir Michael Franklin, 
the former UK permanent sec- 
retary. 

However, since these are 
men exceptionally well versed 
in the political as well as tech- 
nical complexities of the CAP. 
their solutions merit attention. 

As Mr Villain says in his 
foreword, the CEPS authors 
have sought "to avoid provid- 
ing yet awnthpT assessment of 
the CAP.” Their starting point 
is that the reforms of 1988, 
through tiie budget stabfhsere, 
do not go far enough. They list 
a dozen problems needing 
more radical treatment, includ- 
ing: 

• The CAP'S evident inability 
to bridge the “poverty gap" 
between small and big farmers 


in its 30 year existence, as well 
as the widening*' gap between 
fanners in southern and north- 
ern member states. 

• The “demographic factor”: 
About 55 per cent of Europe’s 

farmers are now over 55 years 

old; this, together with the 
worsening economic outlook, 
could reduce their numbers by 
over a third by the turn of the 
century. Tet the countryside 
remains very important; 50 per 
cent of the Community’s peo- 
ple live there and they, like 
urban dwellers, are concerned 
both that the countryside 
should be cared for and that 
some of agriculture’s harmful 
effects on the environment 
should be righted. 

• At the same time, efficient 
farmers must remain competi- 
tive both in export markets 
and as suppliers to an increas- 
ingly demanding EC food pro- 
cessing industry. They must 
also cope with the “farther 
rapid increases in productiv- 
ity" in plant and anima l pro- 
duction, which the “gene- 
splicing* techniques bio- 
technology will bring. 


M r Villain and his 
advisers nowhere 
consider abolishing 
farm protection: their 
programme would shift its 
emphasis, making it more 
flirrihip a nH over time, more 
limited. 

“If a viable agricultural sec- 
tor is to be maintained in the 
Community, it must respond to 
market forces . . . this means 
that internally, agricultural 
price levels must reflect the 
production costs of only com- 
petitive farms.” 

This conclusion leads the 
group to propose a new system 
of external protection based on 
an import tariff which com- 
bines both a diminishing fixed 
dement and a variable dement 
to take account of currency 
fluctuations “or possible vio- 
lent Iwtornftrtmwl nuHnt dis- 
ruption." 

Under this system, the much 
criticised trade-distorting 
export subsidies would gradu- 
ally decrease, since internal 
farmer prices would be fixed in 
such a way that they would 
automatically lead to a reduc- 


tion in tiie fixed dement of the 

Import tariff. As internal prices 

aligned themselves to world 
prices, farmers would be 
helped to become more 
competitive through "techno* 
logical innovation and 
improved managerial skills.” 

Mr Villain acknowledges 
that such reforms of the CAP 
- which have something in 
common with EC proposals 
being discussed for the current 
Gatt world trade talks - 
would in his words “not alone 
be enough". 

The EC has already Intro- 
duced measures to ease the 
Impact of the 1988 reforms of 
the CAP: these, says the 
report, “should be transformed 
from agricultural into rural 
ones and mode production 
neutral.” 

Where farmers cannot be 
competitive under a more 
restrictive pricing policy 
because of the areas in which 
they farm or the conditions 
imposed on them , they should 
get direct aid. nils could range 
from compensation for farming 
hill land, or payments for 
farming in an environmentally 
sensitive way. 

Rural development plans, 
however, must cover far more 
than just agriculture; and they 
must be initiated at regional 
levels not by Brussels. But a 
new rural directorate should 
be created as the EC's 
“umbrella" organisation and 
would have the added advan- 
tage of providing the coherent 
framework now lacking for 
reconciling agricultural and 
environmental objectives in 
the countryside. 

The Villain proposals con- 
tain little about timing and no 
real analysis of precisely how 
new aids can be guaranteed to 
be production-neutraL Neither, 
critically, do they cover costs: 
at present, more than 90 per 
cent of the EC’s Ecu 26bn 
<£18bn) farm budget, itself 
some two-thirds of the total EC 
budget, goes on price support. 

New Directions for European 
Agricultural Policy, by Richard 
Arnold and Claude Villain. 
Centre for European Policy 
Studies. Rue Ductile 5% B-1000 
Brussels. Belgium. 


BP and StatoU sign on Caspian Sea drilling venture 


MINOR METALS PRICES 


A^.io BRI'R&S-N.OJrwegian 
- pnT tii^tiipi>i^. «|i gnpd a fatter 
of intent-witfr the Soviet Union 
to establish a joint v e n ture for 
offshore o H drilling in the Cas- 
pian Sea near Bskn, a British 
Petroleum (BP) official said 
yesterday; Renters reports 
from Moscow. ■■ 

BP and Norway's StatoH 
signed the agreement with 


rfa manornetteg ag, ah Azerbai- 
jani ofl. production enterprise 
according to Mr Richard. Jones, 
HP’s representative in Moscow. 

HP and StataQL may be just 
fae first of many western com- 
panies to participate in devel- 
oping Baku’s oilfields. Western 
companies are avidly seeking 
substitutes for unstable Gulf 
oil supplies, while the Soviet 


. Union . is .looking, fur ways, to 
' increase flagging output while 
world prices are high. 

According to Mr Jones, Casp- 
momeftegaz representatives 
indicated they were interested 
in having western companies 
camnete for business. 

In addition, the Soviet oil 
and gas ministry has asked a 
group of western companies to 


submit plans for developing 
Azerbaijani oil this week. 

Six foreign oil companies 
were in Baku last week dis- 
cussing oil projects with Azer- 
baijani officials, Kommersant, 
the business weekly, stated. 

Azerbaijan accounts for 
about 5 per cent of Soviet out- 
put, and is considered high 
grade containing little sulphur. 


(As M Monday's i 
tamos 


Ahanlntun 

CODDGf 
• 


+7.ws to -leans 

-sn7S to 182,425 
+375 to 45.700 
-960 to 4,398 
+ 1.100 to 90.675 
-10 1011.355 


Prices from Metal Bulletin (last 
wee k’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1.630-L680 
(same). 

BISMUTH: European free 
market, min. 99.99 per cent, 9 
per lb, tonne lots in warehouse. 
290&00 (same). 

CADMIUM: European free 
market, min. 99. 5 per cent, $ 
per lb, in warehouse, 2^0-2.40 


(230-2L50). 

COBALT: European free 
market. 99.5 per cent, $ per lb, 
in warehonse, 13.00-13.50 
(same). 

MERCURY: European free 
market, min. 99.99 per cent, $ 
per 76 lb flask, in warehouse, 
175-200 («»w)r 

MOLYBDENUM: European 
free m arket, drummed molyb- 
dic oxide. $ per flj Mo, in ware- 
house, 2.69-2.75 (2.72-2.78). 


SELENIUM: European free 
market, min 99.5 per cent, % per 
lb, In warehouse, 4A05.40. 

TUNGSTEN ORE: European 
free market, standard wdn r 65 
per cent, $ per tonne unit GO 
kg) WO. df. 3549 (3649). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VO, df, Z50-2.60 (same). 

URANIUM: Nuexco 

exchange value, f par Ux. UO, 
1L45 (same). 
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MARKET REPORT 

Good buying Interest lifted cocoa 
values at the London Futures and 
Options Exchange yesterd a y after 
Monday's faffed rally attempt But 
once again values were oft their 
highs at the dose, with the March 
position, which reached £719 a - 
tonne atone time, ending just £8 
up on the day at £711 a tonne. 
Coffee futures continued their 
recovery from Monday morning's 
10-week Iowa and the January 
posfttoncJosed £10 up ar £580 
a tonne. Dealers said the recent 
flurry df speculative selling 
appeared to be over and that the 
downward move had been 
overdone Freight futures moved 
sharply lower at the Baltic Futures 

London. Markets 


Crude el (per barrel FOB) 

Dubel 

Brant Btond (dated) 

Brant Blond (Deoembar) 
W.TX (1 pm eat) - 

+ or-' 

82636530y +E1 
82936-8.15 +1.7S 
83636830 4-130 
8SBJM3W-325 

OO praducte 

g(WE prompt delivery per tonne CEP) 

+ or- 

Premium Qesnllne 

8823-328' 

+5 

Gas on 

8270-272 

+ 14li 

Heavy Fort CU 

$118-118 

+3% 

Naphtha . . 

8280296 

+ 12 _ 

PMnrfaom Argue Estimates 

Other ' 


+ or - 


Gold (par trojr aQ+ S372LOQ - +iH 

Sffmr-Owr tray 04 + 4Me +5 

Platinum (per tray oz) . StBZO +TA 

Pgflaaom Qw lwy taj -W^S. -MJ 

Aluminium (troa maifceQ *1915 +30 

Copper (US ProducaO 131c 

Lead (US -PradnMO «0 ' 

(■deal (tree iduIhQ ' \ +« 

Tin (Kusta Lumpur me (M) tBAVr +0,0 

Tin (Now Yorfc} 3BBc +2 

Zinc (US Prt«» Wert w w ) Ttte 

CmttoflhroweJflWft -**r : 

sump {dead wdflhtft -oar 

Ptqa (Aw newt ‘ TS&P -OW 

London daWy auger (raw] S2840q +M 

London daily **«r (wMaa) .Ot7J)q -IP 

Tate and La mport S241& • ■ +2J) 

Barley (Engltaft tend) C118V 

Maize (US No. S yaBow 1 £WM* +02S 

Wad (US Part Northani) £81 ; 

Rubber (NMflV £ 

Rubber (OacjW ST?* ’ 

Fh'hhf (KL B8S No 1 NOV] 238J5m 

Coconut ea (mfippineeOI *280* -10 

Palm Oil (MafayetaiO* SB 

Copra (PMBppineajg «« +6 

Soyabean* (US) . 2*5- • 

Cotton ‘A* Index . SZJOc +0» 

'Woonopn (B*» 

£ a toms onion ottanota o ataMd. (HWiea/hg. 
e<Mite/fe MtoflgMo- 

' Oac »Sk. wOd/Nov aslaiVliar yO oft lUam 
Commission arntaga waw* priooa. * chane* 
from «• week ago. VLdffifen phydcsl market 
fQF Rotterdam + Boflkon martw* sioaa. m-Ma- 
layafan eanteAg. 


Exchange in a correction to the 
recent rise. The underlying Baltic 
Freight Index gained another 6 
points to 1336 after rising 567 
points on Monday, but 
second-position November futures 
lost 42 points at 1,333. “There was 
a feeling that the Index has gone 
too high too quickly and that's 
why we had a correction fairly 
-shortly after. . . the market was 
too overbought,” one dealer said. 
At the LME aluminium prices were 
lifted by forward trade buying, 
despite news of another big rise 
In warehouse stocks. The cash 
position dosed at $1,925.50 a 
tonne, up $45. 

C omp ie d from R e nters 

WMUI-lmWWIt ftpartenna) 

l tern Clo— Prmlo in Hlgh/low 

Dae ■ yp<« SzSjOO 22&00 aMO 

Mar 21340 22L40 22*00 21&0B 

May 21800 92X00 22400 21SOO 

Aug 221-30 99KHO 22720 

Oct 22200 22BOO 22500 22400 

Dae 22300 2700 22400 

Mar 22&00 22800 22800 


3080 3030 
3050 2870 
3020 288.7 
3040 8000 


Tkmowan fteaOOtt (1338) lot* ol 50 tonnas. 
White 1458(105*} . 

Parte- WMM (FFr par tonna): Dae 1547 Mar 1827. 
May 1533. Aug 1*82, Oat 1514 

C8QP4Q8 - Pt Wbarral 

Lateat Pravtaua HWUa 

Deo 2808 2802 2BL20 2705 

Jan 2720 2607 2820 2600 

Fab 2800 2500 2705 XX 

Mar ■ 26.15 2405 2*00 2B.15 

Apr 2505 2*70 3503 

WEindmc 88.18 3306 

Turnover: 18432 (22821) 

OMOa-IW Wtacwe 

Lateat Pradaua Hlphrlinr 

Nov 2SBJOO 245.73 21000 24600 

ON 280-25 237J5 28800 24000 

Jan 2*200 22800 2*700 23400 

Feb 232.00 21800 23400 22700 

Mar 22108 20500 2EIOB 21800 

Apr 208-25 18200 2100020*08 

May zOaOO 18000 30300 

Turnover 15B4Z (13740) late oMQO tonnaa 


dose Previous Ngh/Low 


Dee 

888 

661 

673 662 

Mar 

711 

70S 

71 8 70S 

Mey 

737 

729 

744 732 

Jul 

780 

754 

788 757 

Sep 

784 

780 

789 7*3 

Deo 

811 

803 

817 807 

Her 

840 

888 

848 


TUmovarS388 (4782) lota or 10 tonnes 
icco In d ica tor prices (SDR* per tonne). Oafly 
price for Oct 22 88901 (88029) 10 day average 
•tor Oct 23 90005 (90703) 


Previous HfgWLow 


Nov 

583 

557 

566 550 

Jsn 

580 

E70 

583 578 

Mer 

572 

585 

678 568 

May 

681 

576 

582 679 

Jrt 

594 

BBS 

597 568 

Sep 

610 

807 

613 611 

Nov 

823 

824 

627 


Turnover: 5008 (9048) tote oT 5 tonnes 
too indicator prices (US cento par pound) lor 
Oct » Oomp. daHy 73.13 (7204). 18 day aver- 
age 7408 (7441) 


Ctoee Previous HLgMxr* 

Nov 74JJ 70.0 75uO 

Apr 141.4 136-0 142-0 1365 

May 1865 1540 1600 1360 

Turnover 303 (306) lota at 40 tonn sa. 


dose Pian lou a KgWLww 

Feb 124m 12450 12450 

Apr 12650 tZTJO 12580 

Turnover 130 till) tote ol 20 tonnes. 

rwao H Tw mmt - mea yio/indoa pone' 
Close PrevfotB HlgtVLow 


d oes Pre vio us F 

ate aito t u m. 887% purt» ft per tows) 
caati 1823-8 1878-83 

a montos 178880 1788-70 

Copper, Onto A (t per tonne) 

Cesft 1388-0 13838 

Jewetts 13745 1354-5 

teal (E per tonna) 

Cash 87801 374.505 

3 months 3840 378.541 

SMmI (3 per tonne) 

Cash 8000-100 8*0050 

3 monfls 885Q7S 8680-75 

Tte (> per tonne) 

Cash 828000 820000 

3 months 628000 822030 

2Mb. Spectoi Htfi Qnwto g per tonne) 
cash 1335-40 1345-50 

3 mondte 1335-8 1342-5 

LUE M fBMz 

SPCni 1J8440 3 months: 13175 


(Prices suppned 
Hah/Low AM Offlolel 


1815 

180071780 


140071377 
IMS' 1382 


1381-5-2.5 

1367-0 


877878800 870050 


821578210 82100 
628576225 62200 


133871335 13370 
04271330 13340 


by AmolQametod Metal Trading) 
Kerb ctoee Open Interest 
Total dally tur n over 20^05 tots 

1785-7 75^478 tote 

Total deity turnover 16334 tote 

1387-8 lift 152 tote 

Total flatly turnover 1,301 tote 

383-4 10.701 lots 

Total daBy turnover 2^02 tote 

660050 7^32 tote 

Total dally amaiver MU* te» 

6280-90 8,725 tote 

Total daHy turnover 3032 tots 

13402 T9 ,504 tote 


KXL (Ugte) 42JOO US galls Wharrel 
Latest Prevtous WQh/Utw 


Chicago 


Dee 

3936 

3031 

3026 

39-30 

Jan 

2650 

2835 

2920 

27 AO 

Feb 

2730 

2737 

2610 

2675 

•Apr 

2535 

2531 

2635 

2660 

May 

2630 

24.43 

2630 

24.75 

Jim 

2*3* 

23-78 

n 

2*30 

Jut 

2100 

2329 

2435 

2535 

Aug 

2330 

22.78 

2330 

2330 

Sep 

2640 

2236 

2335 



SOYABEANS 5JXM) bu min; cents780U> bushel 


8 months: 13768 


Oct 

I’m! 

1345 

1335 1320 

Nov 

1333 

1373 

1300 1320 

Jan 

1290 

1316 

1325 1275 

Apr 

1270 

1303 

1270 

Jul 

1070 


1080 

Oct 

1180 


1100 1180 

an 

1336 

1330 


Turnover £00 (364) 


Botd (Bne oz) > price 

Close 371* -372 V 

Opening 370* -370* 
Uomtog fix 370.75 
Afternoon Ax 371.65 
Day’s high 373-373^ 
Day's low 388t«-370V 


Mapt s tea l 361-306 

Sritermta 381-388 

US Eagle 381-388 

Angel 381-388 

Krugerrand 371-374 

New Sov. 8000 

Old Sov. 8050 

NoMePtat 427J043X8S 


Spot 21730 

8 months 22480 

6 months 23130 

12 moretts 24530 


2 equivalent 

181-191 >2 
190 >4-19011 
rea.785 
190330 


eetpjhetowt 

188-199 

196-199 

196-198 

186-109 

190 > 2-192 

45-48 

45-46 

2193O-22S30 


us as egtev 


New York 


1 100 troy oz-; S/troy or- 

Ctoee Prevtous MgtVLow 


Oct 

3712 

3803 

3713 

3713 

Nov 

371.7 

3702 

0 

0 

Dee 

3733 

372-4 

3763 

3724 

Feb 

3783 

3703 

3792 

3783 

Apr 

381.7 

3802 

3923 

3803 

Jim 

3867 

394.1 

3853 

3843 

Aug 

3866 

3860 

3913 

3913 

Oct 

3933 

3923 

0 

0 

Dec 

387,7 

3661 

3983 

3973 


H6AWHB 08,42300 US gs*>s. esntsTUB gulls 
Latest Prevtous Htoh/Low 

No v 8120 7S66 8180 7700 

Dee 8190 8682 8230 70S2 

fab 7880 8050 7800 7600 

Apr 7100 7108 7300 0850 

COCOA 10 tonneKSTtennee 
Ctoee Prevtous HlphTLew 

Dee lias lies 120* lire 

tear 1245 1242 1282 1238 

May 1282 12*0 1283 1277 

Jut 1315 1318 1329 1320 

Sop 1345 1348 0 0 

Doc 1385 1388 0 0 

tear 1420 1403 0 0 

COSHBro-37300toerce>to3he 

Ctoee Pre vtou s MgWLow 



Close 

Prevtous 

W9M-OW 


Nov 

814/4 

610/8 

615/0 

606/0 

Jon 

629/2 

625/4 

630/0 

820/2 

Mar 

843/8 

658/4 

644/4 

634/0 

May 

000/4 

660/4 

038/0 

647/0 

Jut 

888/0 

660/4 

687/4 

657/2 

Aug 

666/0 

857/0 

668/0 

65014 

Sep 

635/2 

633/0 

63am 

634/4 

Nov 

628/4 

623/4 

828/0 

822M 


SOYABEAN OS. 90.000 lbs: centS/tft 


Oct 

21-B7 

rrwiou* 

2138 

ngn/LOts 

9137 

21 JO 

Deo 

2233 

22.07 

22.34 

2137 

Jan 

2236 

2236 

22.70 

2236 

Mar 

23.11 

2233 

23.12 

22.73 

May 

23AS 

23.18 

23.46 

MIS 

Jul 

23. SB 

MM 

2363 

2325 

Aug 

Mm 

23.40 

2336 

9% VI 

Sep 

23.45 


2345 

23.15 

Oct 

232S 

2332 

2325 

2230 


SOYABEAN MEAL WO Inna; S/ton 

Ctoae Previous HifrAM 


Deo 

9130 

9830 

9330 

9130 

Mar 

9SA0 

MM 

9635 

9630 

Mey 

9730 

98.78 

90.00 

9735 

Jul 

98.70 

10030 

10030 

99.75 

Sep 

10135 

10275 

10230 

101J0 

Deo 

10435 

10540 

10430 

10430 

tear 

10636 

10530 

0 

0 


Oct 

1957 

161.1 

0 

0 

Deo 

1654 

- 1863 

165.5 

1823 

Jan 

1873 

1873 

187.7 

1843 

Mar 

1914 

1903 

1913 

1858 

May 

1923 

1913 

1950 

1003 

Jul 

19*3 

1833 

194.0 

1913 

Aug 

1933 

1933 

1KLS 

1923 

Sep 

189.1 

1693 

1893 

1693 

Oct 

1883 

1950 

0 

a 


! 8300 bu mlm 0SBte/36lb b wtiet 
Ctoae Previous !-Hg»Low 


PtAT—JM 50 toy oe tftsy at. 

Ctoee Prevtous mghnjow 

Oct UOA 4123 4213 4183 

Jan 4273 4183 <303 4213 

Apr 43&4 4233 4333 4273 

Jut 43&4 42S-5 4353 4353 

Oct 4433 434.0 g 0 


I 5300 troy oz; cents/troy etc. 
Ctoee Prevtous HighllM 


StWAB WOULD nt m 112300 tost centsribe 
Ctoee Previous HtgiVLow 


Wheat Ctoee Prevtous HiflVLwv 


Now 1M75 

Jen 11930 

Mar 122.75 

Mey 12620 

Sep 1ia4S 


11430 11430 11430 

11830 11830 11830 

12235 12235 U230 

12030 12620 12630 

11025 


November /December c and 1 Dundee BTC 
5520, BWC 1540. STD *476 BWD $480; o and 
( Antwerp BTC *505, BWC550S, BTQ*45fi, 
BWD $455. 


Lte mpeet spot end a h tp m en taalae tor the 
week ending 19 Dctober mashed 128 tonnes 
■gainst 578 tonnes in the prevtous week. 


Barley Ctoee Prevtous Htgh/uwr 

Nm 11335 113.10 113.10 11230 " 

Jan 11735 11730 11830 11730 

Mar 12070 1203B 120.70 

Turnover Wheal 52* 1244). Barley 146 (38). 
Turnover lots ol 100 tonne6 


BFE {C ash Setttonwnt) pika 

Ctosa Previous High/Low 


Turnover 60 (18) tote « 33=0 kg 


Jen Mar Jan Mar 
44 so 14 26 

IS 28 38 57 

7 77 

Deo Mar Dec Mar 

~72 124 4 18 

86 88 17 28 

14 80 48 48 


Oct 

4213 

4194 

4233 

4233 

NOV 

4*27 

4203 

0 

0 

Dec 

4263 

4233 

4283 

4243 

Jan 

4273 

4853 

430.0 

4303 

Mer 

4351 

4323 

4375 

4332 

May 

4413 

4359 

4443 

4993 

Jut 

4474 

4450 

4450 

4483 

Sep 

4533 

451.1 

0 

0 

Dec 

4624 

4803 

483 3 

4023 

Jan 

4652 

4623 

0 

0 


Mar 

837 

932 

931 

932 

May 

9.77 

831 

931 

937 

Jul 

a 78 

934 

933 

0.73 

Oct 

937 

037 

936 

8.78 

Mar 

938 

taro 

0 

0 

COTTON 60300: ContsAbe 




Close 

Prevtous 

HI oh/Low 


Dec 

743B 

7432 

7438 

7437 

Mer 

7434 

7*33 

7500 

7445 

May 

7530 

7430 

7535 

7430 

Jul 

75JS 

7430 

7525 

7431 

Oct 

6735 

6515 

8520 

6500 

Dec 

6638 

6565 

0630 

6830 

Mar 

6730 

6730 

6730 

6740 


Dec 

231/0 

230/2 

231/6 

220/2 

Mer 

241/0 

239/0 

241/0 

238/6 

Mey 

246/8 

24S/B 

247/0 

244/4 

Jul 

250/6 

248/6 

251/0 

248/6 

Sep 

240/8 

248/0 

249/0 

247/6 

Dae 

2SOT2 

248/0 

250/4 

248/2 


IT 5300 bu milt; cams 
Ctoae Prevtous 
283/4 283/2 

278/0 277/4 

seam sesm 

889/2 289/4 

283A 294/0 

006/0 304/4 


tOgh/Low 

288/8 

278/4 

285M 

3KW8 

304/0 

SOM 


U»E CATTLE 40300 Ibt; centa^ba 
Cto— Previous Htyt/Uw 


HHH ORADE COPPBt 3S300 IbK cente/tos 


Braid Crude 

Dec Jan 

Dec Jan 

3000 

240 

245 

■men 


400 

3100 

220 




Close 

Prevtous 

HtQh/Low 


oct 

132-20 

12730 

13220 

12550 

Nov 

12515 

12330 

12730 

124.00 

Dee 

12235 

11730 

12230 

11730 

Jan 

11566 

11500 

11630 

11630 

Mar 

115.06 

11570 

11530 

11130 

Apr 

11330 

10566 

0 

0 

Usy 

11255 

10540 

11130 

10560 

Jun 

11136 

10730 

0 

0 

Jut 

11035 

10570 

10830 

10550 

Aug 

10560 

10535 

0 

0 


OW2WM *flCC 1S300 toe; cente/tee 

Ctoee Previous HjgM Low 

Nov 11430 1122S 1KL2S 11435 

Jsn 10830 108 AS 110AO 10830 

Mar 11030 108.70 11075 10830 

Mey 11050 11035 11130 11030 

Ju) 11030 11035 11230 11130 


HgUTESS (Base: Sapwmbar 18 1831 - 100} 

Oct 83 Oca 22 mmhagoyrago 

17343 1724.7 17733 16453 

DOW JOSES (Base: Dec. 31 1874 - 100) 
Oct 22 Pet 18 math ago yr ago 

Spot 125.61 128.15 13134 13134 

Futures 12836 12739 12836 129.48 


Dec 

7732 

7575 

77.35 

7540 

Feb 

7437 

7597 

7447 

7335 

Apr 

7430 

7430 

7512 

74.46 

Jun 

7235 

7232 

72.75 

7235 

Auq 

7030 

7030 

7130 

7570 

Oct 

7130 

7135 

71-50 

71.10 


UVSHOM 30 . 0 CQ lb; oanteflba 


Deo 

Cto*e 

5420 

Prevtous 

B57S 

Htfh/Low 

5470 

5585 

Feb 

5035 

8575 

6137 

6575 

Apr 

<737 

47.47 

4515 

4730 

Jun 

5130 

6137 

61.70 

51.10 

Jul 

5135 

S13S 

5135 

5145 

AUS 

SO. 17 

4836 

6517 

4585 

Oct 

46.45 

45.40 

4545 

0 


FORK Hfl i M 40000 ibs: centa/lb 




Ctoae 

Prevtous 

HtyNLoar 


Feb 

8635 

65.75 

67.60 

6545 

Mar 

6830 

6537 

6735 

6535 

May 

6500 

6632 

67.45 

0530 

Jut 

65.70 

6435 

6560 

6430 

Aug 

MM 

*230 

6500 

63.10 








There can be little doubt that 
NatWest is a leading light of Syndi- 
cated Loans. 

We’ve been the top U.K. bank in 
this field for the last five years and in 
1989 led a dazzling $22.8 billion worth 
of deals. 

Recently we arranged, underwrote 
and lead managed a three year Revol- 
ving Credit Facility for The Equitable 


Life Assurance Society of the United 
States. 

They required a $700 million back- 
up credit facility and we won the sole 
arranger mandate in the face of stiff 
competition from major North 
American and European banks. 

So why did “Equitable" favour 
NatWest? 

Our experience enabled us to pro- 


vide expert advice on strategy and 
structure, assemble the highest quality 
group of banks and then dose the 
syndication within ten working days. 

If you’d like to know more, Theo 
van Hensbergen on 071-920 5234 will 
be pleased to put you in touch with 
our Syndicated Loans Unit. 

You might find it a most illumin- 
ating conversation. 


NATIONAL WESTMINSTER SANK PLC. REGD. OFFICE. 41 LOTHBUKY. LONDON. ECsP zBP. MEMBER OF IMROL 


NatWest 
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FINANCIAL TIMES WEDNESDAY OCTOBER 24 1990 


■ ■ ^ LONDON STOCK EXCHANGE 


Gains extended in difficult trading 


FINANCIAL TIMES STOCK INDICES 

a Os Oct Oct V Mr MB 


Sim Campftatfoq 
MSB Law 


ATTEMPTED - baying by- 
investment institutions 
bro ught a further advance in 
the UK alack market yester- 
day. Buyers were,; however, 
often frustrated by liffBwi’Wag . 
to finding stock in sufficient 
size whBe, on the other ade of 
the market scales, several 
large deals fefled to find the 
necessary support. 

Dealers commented with 

some exasperation an a market 
which, having been largely . 
unresponsive to Monday's list 
of good news, moved 
yesterday despite, renewed- 
gains to crude oD prices and 
less convincing perfo rmances 
from the New York and Tokyo 
equity sectors. "Why today and 


not yesterday?” asked a senior 
dealer in the blue chip stocks 
at Salomon international. 

One reason tor a strong Look 
don opening was the buying 
back of a number of overnight 
tax loss stocks on the FT-SE 
Bst sold at the dose of the pre- 
vious session. One deal was in 
British Airways which was 


also benefiting from the down- 
turn this week in crude oil 

priras 

Monday’s news of a marked 
improvement in the UK trade 
deficit in September encour- 
aged some European funds to 
take, a more favourable view of 
the electoral prospects of the 
Conservative Government, and 
to buy a wide range of leading 
stocks, including Glaxo ana 
BAT Industries, although the 
latter could face pressure this 
morning after t>»p unexpected 
departure of leading executives 
from the group’s Allied Dunbar 
financial services arm. 

The initial advance petered 
out when the FT-SE showed a 
gain of 32 points and, with 


Wall Street down 7 Dow paints 
to its new session during Lon- 
don hours, the UK market 
proved unable to recapture its 
early wnthnfdagm 

The final reading put the 
FT-SE Index at 2427 exactly, a 
net gain of 25 points on the 
day. Seaq volume was an unex- 
citing 376m shares compared 
with 336.4m in the previous 
session, but traders pointed to 
a number of deals which fiuled 
to come to fruition. 

Failure by a broking bouse 
to place a substantial one of 
stock in Cable & Wireless coin- 
cided with d emand for Bacal 
Electronics and revived sugges- 
tions heard a mfvnth ago 
that Cable might be interested 


to bidding for There was 

also an attempt, apparently 
unsuccessful, tor two London- 
based securities houses to 
place a fifth of the equity of 
NSM, the coal processor. 

This underlying activity, 
together with a modest 
two-w ay trading programme 
from another securities house, 
kept the market busy, if some- 
what frustrated. Traders 
that the market's volatility 
over the past three weeks has 
provided further discourage- 
ment far position-taking by the 
marketmakers. Consequently, 
institutions found it niffirnit 
yesterday to Hp*i in share 
blocks outside Seaq-quoted 
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FT MANAGED FUNDS SERVICE 


l Current Unit Trust Prices 

Unit Trust Code Booklet rinfl the FT CJtyfine help dak on 07i-Q2S-2tffl 
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37.05 3856 4081 
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69.64 6064 7452 
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31-69 llfonl Hill. Dfoni, Etsea 1S1 2DL 081-4783377 
Prhote Client Dealing 0U0O 010343 
baertneAary MteOMOaU567 

taftom TVtMt ySTlSS? l^S" 20J»(riU9fLA9 
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toWte I name ~_SVf 53.40 34.07* 57i2 WUfi K.** S8.W 

British Growth -.31*148.96 495e*5X74l+ai§54teMttd 

Rrilanc c tWt Mgrs. Ud QOOOW 

226Sn5jB^^ wBgnwt j5 ^ais IAI atm w 


S&WCapitxl... S 

S&WCteh« O' 

S5WE*«aaaa — 5 
S & W Far Emern _5 
SAW Growth Si 


SAW SrallrSecj _ 5 

SAwnaaodM-s 


SAW I 


i 51 


iJbS.TbJW 

1101 W 101 1MIH 12 

ibJI 86.71 91.76 
8351 84.44 8955 

JUSWMS 

■TOM 180.9 1875*198.4 
19150 9150 9006 
8050 8050 06.90 


H 3.73 

1+55 IAS6 

j+oia S 43 

IHJ7 100 

1*0*8 329 

1+032 117 
1*02 L17 

H- 550 

.551 


1+0031^ mo5)F 


rrarawl f tof to r W xxx x rm itC+ua 


Co 0»uw Central r- * 

DoAreuoit 6 

aiOriltfetecoair-. 

Do Arexm r 

CU tollto hnl I 

DoAreanr 6 

CUMMwSo+cSItll .* 
S oAreum r 


88 6051 
4388 43.10 46.49 
7X21 7X21*7682| 
63 J 3 6353 6757 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES WEDNESDAY OCTOBER 24 1996 


MONEY MARKET FUNDS 


foreign exchanges 


FINANCIAL FUTURES AND OPTIONS 


Dollar prey to political events 


hftrrfr^yc 


LACK OF fresh economic 
factors left the dollar prey to 
political events yesterday. It 
finished firmer in London after 
US President George Bush reaf- 
firmed thatthere could be no 
compromise solution to the 
Gulf Crisis. 

Mrs Margaret Thatcher, the 
UK prime minister, assured the 
exiled Emir of Kuwait that he 
had Britain’s full backing. She 
also told parliament that Saudi 
Arabian policy on the Gulf was 
unchanged, despite suggestions 
that Riyadh is prepared to 
soften its attitude towards the 
Iraqi invasion of Kuwait. 
Prince Sultan Ibn Abdul Aziz. 
theSaudi defence minister, had 
earlier said that his apparently 
conciliatory remarks about the 
Iraqi invasion had been misin- 
terpreted. 

The assertion of determina- 
tion by the US and its allies to 
drive Iraq out of Kuwait led to 
a firming of oil prices and to 
an upward trend in the dollar. 

In separate developments 
President Bush, speaking in 
the US, said that he wants US 
interest rates down and that a 
cut in the Federal budget defi- 
cit of SSOObo over the next five 
years would will succeed in 
doing this. Mr Bush’s remarks 
had little impact on the dollar 
however, as the market contin- 
ued to look for a compromise 
budget agreement between the 


White House and Congress on 
the issue. 

Mr Patrice ViaL director of 
forecasting at the French 
Finance Ministry, said that 
France did not want the dollar 
to fell any further and that the 
US currency is now fully com- 
petitive. “The question is 
whether co-ordinated interven- 
tion is called for If it fells far- 
ther," according to Mr ViaL 

At the close in London the 
dollar had advanced to 
DM1, 5175 from DM1.5160; to 
Y 127.45 from Y126.Q0; to 
SPr 1.2815 from SFrl.2805; and 
to FFr5.0800 from FFr5.0750. 
The dollar’s index rose to 60-6 
from 60.4. 

Sterling held generally firm, 
showing small mixed changes, 
but continuing to benefit from 
Monday’s news of the lowest 
UK trade deficit since April 
1967. The pound's index rose 
0.1 to 94.5. It fell 30 points to 
$1.9460 and also declined to 


DM2.9525 from DM1S55Q and to 
FFr9.8850 from FFr9.8900, but 
was unchanged at SFr2.4950 
and rose to Y248.QQ from 
Y245.50. 

Within the European Mone- 
tary System the pound 
improved, but remained in 'line 
with the main group of curren- 
cies In the exchange rate mech- 
anism and well below the high- 
est placed Spanish peseta. The 
Spanish currency was 3.77 per 
cent above the weakest placed 
Italian lira, while the pound 
was 0.25 per cent above the 
lira, compared with 0.03 per 
cent on Monday. 

In Paris the French franc 
touched its highest level 
against the D-Mark for nearly a 
month, despite an almost dou- 
bling of the French trade defi- 
cit in September to FFrl0.13bm 
The D-Mark was fixed at 
FFr3.3474 against FFr3.3485. 
the lowest level since Septem- 
ber 28. 
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MONEY MARKETS 

A softer tone 


A FIRM pound and some hopes 
of a peaceful settlement of the 
Gulf crisis gave a softer tone to 
London interest rates yester- 
day. Three-month interbank 
eased to 13%-13% per cent 
from 13H-13B and 12-month 
money declined to 13VJ-13 per 
cent from 13A-13&. 

Short sterling futures traded 
quietly on Liffe. The better per- 
formance by the pound gave 
underlying support to prices, 
but unless the currency moves 
up towards towards the top of 
its ERM band dealers do not 
expect another cut in bank 
base rates. December short 
sterling opened higher at 86.61 


14 par cod 
tram October a, 1MB 


and traded in a narrow range 
of 8&56 to 86.62 before dosing 
at 86.53 compared with 86-57 
previously. 

Day-to-day credit was m 
short supply on the money 
market, keeping overnight 
money firm at around 14 per 
cent before help was provided 
by the Bank of England. The 
authorities forecast that the 
shortage would be EJOOm, but 
revised this to £7Q0m at noon. 

Total assistance of £525m. 
was provided. Before lunch the 
R-inlc of England bought £2Q6m 
bills outright, by way of £9m 
hanir bills in band 1 at 13% per 


cent; £63m Treasury bills in 
band 2 at 13% per cent; and 
£134m bank bills in band 2 at 
13% per cent In the afternoon 
another £274m bills were 
purchased via £84m Treasury 
bills in band 1 at 13% per cent; 
neim bank bills in band 1 at 
13% per cent; and £29m bank 
bills in band 2 at 13% per cart 
Late assistance of around £45m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £425m, 
with exchequer transactions 
absorbing £480m, and bank 
balances below target £90m. 
These outweighed a fell in the 
note circulation adding £95m 
to liquidity. 

In Frankfurt call money was 
steady at 8JJ5 per cent after the 
Bundesbank offered liquidity 
to the banking system via a 
29-day securities repurchase 
agreement tender. An earlier 
facility of DMllbn expires 
today. Dealers expect the 
maturing pact to be frilly 
replaced at rates similar to the 
one-month repurchase trader 
set last week at 8.00-8JO per 
cent 

In Brussels the Belgian 
National Bank cut the rate on 
three-month Treasury bills - 
the main fastrmnmt of credit 
policy - by 0-05 per cent to 8 j&> 
per cent. Rates on one and 
two-month bills were reduced 
by similar amounts to 830 and 
&85 per cent respectively. 
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Tb appreciate the sound cfifects of our foreign exchange expertise, 
ring Citi: Corporates 071-240 8844, Insurance 071-240 2737, 
Trading and Commodities 071-379 7075, 

Fund Managers 071-379 4101, Night Desk 071-438 1910. 
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A CROSS 

l Jersey traffic cop’s instruc- 
tion? (8) 

6 Clear mess behind' parking 
lot (6) 

9 Nun chose to become some- 
thing unique (8) 

10 limiting one to skin revers- 
ing In street (6) 

12 Lose student without writ- 
ing about prophet (5) 

13 Love nice lamp modelled 
out of copper (9) 

14 Irritated snake in cotoured 
box (S) 

16 Loving first aid, doctor 
treated ours (7) 

19 Rushed outside, ear placed 
(7) 

21 Reluctant French go bads: to 
Gaelic (6) 

23 Face death without, as 


DOLLAR 
Where Next? 

MEMBER A FBD | br our cumof riem 


' CAL Futures Lid 
Windsor House 
50 Victoria Stre« 
London 
SW1H0NW 
TeL- 071-799 223? 
Fu.- 071-799 1321 


25 Risk for every one reaching 
60© 

28 Ought sailors to have scof- 
fed when decorated? (6) 

27 Ring road crossed rainy 
plain® 

28 Death of French compiler is 
Included (S) 

28 Forging on, traces forefa- 
ther (8) 

DOWN 

1 Pop up with a man’s hat (6) 

2 Head disembarks before 

painting (9; 

3 Fertile spot’s huge, as I 
admitted (5) 


4 Got away on Flight 500 (7) 

6 Take choir round plant (9) 

7 "Delight church member (5) 

8 A number coming hi with- 
out unpunctuality (8) 

ll Excuse parking on open 
ground 

35 Spongers raise pest troubles 
(9) 

17 Attentive attendant follows 
rising smeQ (9) - 

18 Daisy: I do exercise for a 
heavenly body! (8) 

20 Likes archaeological excava- 
tions <4) 

21 Soon accepts free-standing 
flredog<7) 

22 Actor gets through a sow in 
it (6) 

24 Move around November 1st 
in spite (5) 

25 Cost of poor rin g* without 
diamonds (5) 

Solution to Puzzle No.7,374- 
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CflLBOW 



c W10J8O amoi 72> 


j 

Oct 10 

Oct 12 

Oct 6 

year ago (appro.) 

JAPAN 

DembtauUini'fUi 

4 JB 

4X3 

4X4 

3X3 

IftvSi 
2* Stoke 


BMOoaLU.<nra 


5*177 BUS 



SAP ftontrial Or. |M 339 

SAP ML P/E ratio 14X5 

NEW YORK ACTIVE STOCKS 

Stock* Ctoatng Ctunga 
Tuesday traded price on day 


TRADING ACTIVITY 

t Vo turns MR, 


Muttons 

Oct 23 Oct 22 Oct 10 


nK THtth&nffM iata 
CBS <1 3r (Ed 19B3> 
NORWAY 

aaaSEQNoniBS 


49575 47679 


762.% HO m 75195 73778 




Utah A Klaerak 
Cdaamtt t 


MtHfTHEAL Portfclto 


23 22 1* 18 WOH LOW 

2729.86 274732 2717.90 2650JO 3453JBM/1) 2588100 06/10 
3123X2 3115.45 3086.64 3060.02 4009.470/11 3009.91 Qb/UB 


167531 1672.77 1657X6 164206 2060.90 O/U 1607^4 06/101 


TMAkAND 

BmHkSET 


76535 73337 696X1 66636 


241X8 23470 232.45 228% 


94L9 «53 «96 


6653 


330*57 321639 2916-90 «m 

H 68133 65236 6497B | 114378 


464* | 5716 fl/U 


70L67 Ofl) 


514X0600 


aim 


tSBOSOe 

2640XQA# 


5*27070 


2O9BBB0 


Ml* 


865(00 


am 


TOKYO - Most Active Stocks 

Tuesday 23 October 1900 
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Stoctra Ctaetng Chango 
Tnb«l Pricaa on day 

ItTbiaM Heavy — m&n 785 -M HBacM 

Nippon Stool 122m 472 -18 rjlmo Hmo — _ 

Sanyo Eloc 11.7m 734 +33 Immi Motor* __ 

FuittaCorp ltLSm 1X60 +10 STomo Ma*aJ 

KobaSon) lOSra 838 -18 SktoKoagm 


Stocks Ctoalng Ctanpo 
Tradad Prlcoo on day 
aim 1,240 -ID 
aXra 783 -22 

82 m 600 +69 

73m 505 -16 

T.1» 1,720 -30 
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MOSCOW 

WARSAW 

BUDAPEST 


For subscription details , or 
more information contact 
Andrew Taylor in Frankfort 
Phone 49 - 69 - 7598118 
Fay 49 -69 -722677 
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^at no exit* charge If yon work in 

- Cefflro C5tl& 


TORINO - Centro CitiSt 

For fiifl details, please contact 
Intercontinental SjtJL, Milano 
Tel: (02) 688 7041 
Tbs 330467 
Fax: (02) 688 1667 
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4pm prices October 23 


FINANCIAL TIMES WEDNESDAY OCTOBER 24 1990 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


M0> In Stock n*.me lOOtH* Im taRaOoee 

MAM At 8x1017 12*| Ufa 12fa + fa 

0 % 7%acmh i.m ia. w afa afa afa + fa 

is. «8 o% Mi «% 


•i ffajCMnun ti w afa afa afa + % 

5>«a4in us w. « n h n , 
94 Sfa ACM M n141 14. 80S 7fa Tfa 75+4 
04 10 ACM4U1X ia. WSllfa 11? 114-4 


»4 84 ACM seiJS ia. ions 94 04 *4- 4 

84 74 ACMSp 18 i n all i 04 

W4 1S4 al Lab .18 3 re 3M Ufa TOfa 184+4 

84 1 AM fad 289 14 1 1 

224 44 AM In pf 2 41 23184 044 6+ 4 

744 394 AMR 14 6221 484 484 *54- 4 


224 «4 AM In pi 2 
744 304 AMR 


Chfae 

■■ . h ftta Cbu> Pm. 

Wtu« aw DfeTM-C IJWlw OmtaOmm 
48% Mfa BoOeC IX 64 71298 224 2»4 88 , 

84 3% BottBer X 12 114 j J *h+ 4 

11 44 Bond W3 <4 d 44 44- 4 

14 tUMM H H2dM2 532-1-® 

14, 7|TBWdCpn.7a* «L 10 730 94 B 84+ 4 
M 75, BordOi 1.790 W. 10 238 0 84 • + 4 

374 294 Bordan *146 U Wf ^ ** ®fa- % 
44 144 BC4R4 +**■ IS. 12 17 Ufa 19 13 

aft iftKnlSf w HO w% Wfa Ufa- 4 

03 X BaaEpSX 88 z79 684 884 884 

U4 "fasSbrtX U 13 144 W4 144+ 4 

29% MfaBtwMrlJO 70 B 281 17% 174 174-4 
Ufa 74 Brazil life 
34. 204 Brtoa lag 


2*4 224ANHpf2.1I 0.1 O 234 2W* 234+ fa 


44 2 AHX 7 201 

724 XV ASA 3i 71 079 

48% 314AMU0M4 U 20 7407 
14 114 AbltW p SO B6 


7 XI 24 24 24+4 


72 arc 4i4 414 414+ 4 
10207487 444 43% 434-14 


230 74 d 74 74-4 
JO 7J) 8 20 334 224 23 +4 


86 114 n% ii>i+ 4 


114 44 AanaC JO 72 7 21 64 84 64+4 

94 54 AansE 22 527 17 9) 54 54+4 

Xfa 1B% Acuagn o 24 811 264 274 284 + 1 

18) 144 AdlEx ZJOEo M, 121 Ufa Ufa Ufa 


£6% 504 BrliySq 2.12 34 34 17913 034 804 «4~ 4 

S 20 8rtAfa2J8o 7.1 OWWafa »% 294* 4 
284 Bri»* 1530 6 J 11 WCfa -04 «% + >%, 
084 Mfa Britt *44# 5J15TZ73 78% 784 7B4+ 4 

M% 54 BrttPwl 3*7 104 94 ?%+ % 

663 23% 


16% 10 M4 

204 wfaAaobpMJ* 11. 

7i4 i«4A**mzjq 12. 

114 3% AMO 1177 44 4 4 

32% IB AMO pi 3 IS 89 174 88% 18%- 4 

94 14 Advert .10 74 Z7 30* 34 2 24 

824 294 AernU £78 S4 83318 384 324 324 , 

13 74 ABIPb M 9 A 850 74 d 7 74- 4 

224 114 Afmn jb m area 134 «% n%+ 4 
34 1% AJMn B 15 34 34 34-4 


111 Ufa Ufa Ufa 
08 114 <1 114+ 4 

14 W% W% 16%+ 4 
20 20 19% 19% - 4 


864 D44Britt4J4» 
Mfa Sfa BrttP wl 
»% »4BfUSI139a 
974 d»4arnrnia« 


24ft 


Sraedta 40 
BHP 1X4 


Bj 4 S 663 23% 334 234+ 4 
£512 471914 614 5>4- 4 
44 41089 4% 9% 44+ fa 

IB 13 230 324 31% 32+4 
4J 10 198 124 11% 124+ 4 


34 BHyUQ 1 J4 6.4 11 137 284 *% »4 + 4 

174 10% BwnStl JZ till SI 11% 114 114 

324 214 BnenGp 1J0 7J 11 19* 224 21% 22 * 4 
494 28% BfwnFr JM SI 16 8087 Ufa X 304 + 4 

104 8% Brfnefc M 61 966 74 74 74- 4 

294 13 BnhWI .72 SI IB B 14% 144 Ufa - 4 

28% 23% Budteya 2J0 1L 8 1*0 2*4 23% 244+ % 
19 10% BKkn 1-72B IS 10 58 11% Ufa 'Jjl , 

1B% 84 Bum ■ • ■ Ufa u 104- ,4 

394 24%8nrtttti 1.20 *£ 73570 X% » 254- 4 

SO % 30% BflHac .70 1.7 27 3478 424 *1,4 4 1.4' ,4 

204 114 BomPP IX 12.20 101 11% d11% 114- 4 
11% ifaBuetaM 746 1% 14 14- 4 

- C-C-C - 

32% M%C&8 SowlJB 9J0 613779 10% 164 164-24 
44% 27% OH hi X 14U71I Mfa Ufa Wl + lfa 

20S4 1514 CSS 440 27 B 6*2 1B34 160% 1804+ 4 

34 16-18 CCX 3a 14 14 •%+ 4 

11% 10 CCX ft MB II. *600 114 114 «4 

18 94 cm 6 «r 64 94 B% + 4 

rfa IfaCFIIKO I 40. 90 24 24 24 

684 334 CIGNA SO* SO 01136 38% 38 Ufa- 4 
64 44CICHI MB & 332 6 *4 5 

a<4 wCcjpsco ia* sanieo 21% 214 214- 4 
224 12% CML 8 « 13% 04 «4- 4 


224 11 % aibmob at se area 13% 124 
34 1% AJhMn 8 15 3% 34 

81 «%AhPrt 1.4* M12 129B *0 *74 *4+1 

27 134 AhFrt 5 JO 17 10 1120 104 17% 174- 4 

244 tt4Afa08B 21 88 11% 11% 11% . 

20% 134 awmm zse s in o 164 
104 9 AloP dpur BJ 38 94 *4 


6% Brink M SI 

13 BratiWI .78 Si 18 


11 16 8087 Ufa 
SI *0 74 
Si 18 8 i*4 


90 30% +4 

74 74- 4 

144 Wfa- 4 


20% 194 AtrtoBM ZS S 111 B 164 194- 4 
104 9 AlaPdpur sj » 94 94 94 + 4 

103% 9*4 AJaP pf 944 9J zWO S5% 96% 954 -*4 

93 84 AloP pi SIS 94 *290 87 67 87 +1% 


91 B4% AU> pi 828 99 zIM 67 87 87 

Ufa b'aSS^X 9913 016 10 ’b§ to +% I 206% ^ ’“iS *^5 t S 

si siss.l ,is s si h si - 4 I ... .»2 -]i .g .3; J 


. . jAMinB .48 1J 20 2287 32 314 314 

2*4 18% Alan 1.12 3A 96788 194 194 104- 4 

37% 27% AlcaSkf J4 17 12 217 81 W4 30% - 4 

34 M4 AtotAt* 1 S4 17 901 18% *4 «? 

56 224 AM«dr 23 23 224 224 

97 794 AJIepCp 1.721 22 7 25 784 774 774+4 

9*4 M%AI0.ud>AB 448 5*20% 20 204+4 

42% 34 AltaPw&IO SB 10 UD 37% 39% 36% 

20 9 AllenG 10 308 12 11% >14+ 4 

214 11% ABan pfl.79 11. 2M 18 19% 13%- 4 

18% 124 Atorgn -26o U21 931 14% M% 144+ 4 

174 11% AJnCes 1.70 b UHMUfa U 13-4 


17% 11^1 


MUfa a a - 4 
415 11 104 »%+ 4 

12% 74 MMEu n 221 94 9% 9% 

194 104 AIITCh n 1913 114 11 11-4 

254 18% Alton pQJT7 17. 308 184 d17 IB - 4 

11% 34 AHdPd 4 492 3% 6 34 3%-% 

37% 29 AtdSgnl 1J0 7.1 7I4CB 294 »4 264- 4 

10% 94 AM FT .78b 74 690 10 94 10 + 4 

104 8% AMFT2 n.73B 74 270 94 94 94 

10 B4AMrian44 7 A 94 A 84 84- 4 

11% 94 AMO 44a 04 111 8% 94 9%-% 

104 94 A Mice .72 7S) 221 94 94 94 - 4 


10% 94 AMO? .72 7J 22 1 

10% 7% A1K03 n.48 54 115 

9% 7% AIM nJBe 74 108 

*04 2*4 ALTH. 1*0 4.7 13 012 


774 314 AMS IJDa 24 BE7W 

204 12>7 AjtxuO JB 4 34 87 

2B4 174 Aim ao 44 91420 

45 34 AflMXpf 3 &6 7 » * » - fa 

194 4 AmBaa -10| 2*20 % 4 IS-ia+VM 

12% 6% Anicaat a 73 rn 94 84 54- 4 

7% 4 vfAmdur 29 9-M MZ 9-32 

194 4«1And|d 2 4 4 4 , 

234 AnHaa JO 12 431189 49 46 484- % 


7S, 321 94 94 »4- 4 

U 115 9 >48+4 

7J 108 84 a4 94+ 4 

4.713 012 X 294 29%+ 4 
19 B2710 394 94% 64% 

£ 34 87 124 dJ2% 72% 

49 91420 Ufa 204 Ufa- 4 


104 84 AmAd| nJ2 SI 221 10% 10 »4+ 4 

104 10 AAd| 98 n 114 10 10 - 4 

944 124 ABan* *.10 J4BZXB 18% 18% 18% - 4 

734 614 AfflBmd 172 3J 10 1966 734 724 734 
364 30%ABrd«l 4 384 384 884+ 4 

41% 29% A8K9J 03 3J 12 19 28 27% 28 + 4 

23% 18% ABod* ■ as 48 8 19 18% d 184 «%- 4 


ABod* ■ aa u g 13 »4 dia% «%- 4 
204 154 ACopBd IJHa 11 81 Ufa Ufa 104+4 

224 15% ACaoCw 144a IS » 134 18 184 - 4 

84 5% ACapki JB 17. 219 94 0% 54 


84 5% ACapki JB 17. 219 94 5% 54+4 

12 8% ACMH M S3 13 18 11% 1T% 1f% 

bi% *2 norm iaa ia*9 25aa 474 * 464+4 

33% 28 ABPie 140 SS 10 1882 28% 28% 28% - % 

X 17% AmExp » 2 48 33 14406 1fl4 X + 4 

21% 12% AFaniif J2 13 11 07 14 134 W 

»4 23% AGnCp 120 C. 02005 20% Ufa 26%- % 
84 a% AmOvI .Ml 11 07 7% 7 7 

10 8% MB’ IJBa 11 192 9 8% B%+ % 

10% 94 AOTT J8 98 181 104 10 10 -4 

2*4 194 AHIPr 144 11. 12 122 X% 224 22%+ % 

654 *3 AHoraa H19 M 13 3009 49% 48% 4B%- 4 
«4 624 Amrtch STB 48 14 2181 664 « 894+4 

89% 67 AMK4BJ4 .7 M235B Ufa R Ufa 

n% 84 AOF 88a 11. 222 9% 8% 8%+ % 

31% 12% APraad 80 48 1427 18% a 13 

« 84 AREal 2 2181879 8% 9+4 

84 =4 Aran tty J8j IM 3 2% > + % 

Ufa i ASB jg 129 1% 14 14+ 4 

19% 14 AS8 pi £1] 79 1% 1% 14+ 4 

3% 1% ASMp W 1% 1% 14- % 

71% 42%AinStor 1.12 14 n 9U *7 464 48 


71% 42% AmStcr 1.12 14 Tl BIB 47 «4 46 

47 9% AT&T 182 4013 7608 39fa 32% M -fa 

»4 9% AMMan W Ufa M 104 

1«4 124 AoNIRr 80 02 0 898 13 12% 12% - 4 

6% 4% AinHotl 170 94 6% 64+4 

X 4 94 M» 54+ 4 
11 10 384 d»4 X4- % 


» 4% land X 4 94 94 - . . 

52% 39% Ameron 1J0 3811 X 3640394 X4~ % 

174 11>1S*iAamO .OS] 494 4 1V« 4 + «-» 

14% 84 Anumfc 84 0011 222 94 84 94+ % 

60% 40% Amoco ZJM 3J 19 4096 9*4 53% 

04 37% AMP 186 0210 902 *34 424 


Amoco 2M 381940X044 93484 -% 
AMP 186 3210 902 *34 42% *3 - 4 


144 8 Ampco 80 03 0 31 9% 
84 9% Amra .12 28 8 X 4% 
Ufa 34 Amrap 


31 5% 9% 9%- % 

S3 44 44 44 

W 44 44 *4+ 4 


274 16 AmSth 180 78 7 3*0 17%d174 


7 372 2% 2 24 + 


36% X%AoaM 80 8911249 X 3*4 X%+ % 

9% 94 Analoo X 149 8 6% 8 + 4 

3S% 264 Angalc 88 38 13 1 Ufa Ufa 2B4+ 4 

454 9* Alrimm 1 2814 3072 38% 38% Ufa- fa 

30% 13% AnVimn 8 812 19% 104 Ufa- 4 

17% 7% Anthny aJ4ti SI 6 17 74 7% 74 

494 294 Ana cp 182 *8 8 Z78 X% X 304+ h 

204 13% Apache 28 UfllK Ufa U 104+ 4 

11% 104 Apex 83 M } Ifi 114 11% 114-4 

19 6% AppUBp 207 64 ■ 84+4 

29% 17% AiahO a .W 8139832 23% 23% Ufa 

44% 314 ArCOCh 280 78 10 203 31% 31% 314+4 


134 94 AicAlak 


9 70 84 8 


234 * Ari£xn.10a 8107 7 184 X 4 W4- 4 
274 M%Arida IX 02 2122 20% 20% Ufa 

SI X4 Arida pi 3 72 270 41% 41% 4l4+ 4 

114 4% Armoa JO 02 1733 94 *% 4%- fa 

S% 17 Anne pHIO U 4 X W IB 

*8 Ufa ArmcpMJO ts It 344 334 »%+ 4 

424 20% AnnWl 1.X SO 81X3 21% 204 2Q4 

7 34 AnmE 82 34 3% 34+ 4 

X% 64 An^ pna* IS 7 12% 124 12% 

19 13% Anita 88 48 M 2*4 154 14% 1*4 - 4 

3*4 22% Aaarao IX M I 442 23% 23% 23% - 4 

274 13% AaCoal .« 18 12 29* 21% 21% 214- 4 

404 2B% AahOH 1 UNX Ufa Ufa 26%- % 
22% 94 AaiePc J4a 7.1 843 11% « «4+ 4 

ra4 «% Aaeflnw 180a a 1 271 7fa 7fa 74+4 

284 1*4 AadNQ .12 843 K3 22% 22% 224-4 

8% 2% AutSom Xa 11 9 91 24 24 24+ 4 

17 94 Amino i on n n a% w + % 

9Zh nh ADO aa IX MB Ml Ufa Ufa Sfal- fa 

XV 31% AOEwp 2X 08X013 34% 3*4 3*4+4 
1*24 97% ABHIcft 5 18X23091284 1X4 XS4~ % 


174 94 Altai 
16% 13% AUK 


^ 3*4 M4+ 4 
38X25X1284 1264 1294- % 
« XI B% 94 94+4 


Ada 12 XI 6% 8% 64+4 

_ ATMOS 1.X 7.1 11 44 164 X4 X4+4 

44 24 AudVd m H 34 34 34+ 4 

154 a% Augel X 44 I Ml 94 0% B 

244 Ifa Aim JJ7e .7 IX «4 »4 10% + 4 

604 4*4 AmoOl .70 14X1290 624 614 61% - 4 

8% 44 Avalon 69 44 44 <4-4 

904 204AVMCO .44 2016 8 224 21% 21% 

X4 15% Avery JM 38 10 3X6 X4 16% 164 

33% 21% Aenet X 16 X X 23 22% 22% - 4 

M4 K4AVW1 1 42 X 3087 24% X4 23%- % 

29% 22% Avon pi 2 03 167 24% 38% 24 - 4 

18% 104 Aydln la 98 o 47 104 dX 104+ 4 

- B-B-H - 

X 304 BCE 0 192 an 314 314 314+ 4 

10% Ufa BET 1.19a 7.1 9 31 »% X 1«4~ 4 

27% 194BJS9vn 217 a 21% 22 + % 

114 5 BMC W 121 9% 34 94 


.7 IX «4 «4 «%+ 4 
.4X1290 024 614 61% - 4 

« 4% «4 <4- 4 

-0 16 9 224 21% 21% 

X 10 3X0 K4 10% 104 
X X M X 22% E2% - 4 


24% X BatoFA44a 21. 14 W% 19% W%+ 4 

3*V X BetoHu M 10XZB7 ffl% 27% 28%+ 4 

‘ 104 BaMar M 28 U 2)6 M% 10% X4 

99 Ben 1.X 1819 IX 304 294 »4- 4 

3 Bally** 89| 3460 *4 3% *4+ fa 

BahBcp X 0A82037 84 7 +4 

M% BaKGE IX 7J 12 XX 87% 20% 20% - % 


34% 30 Ban ......... 

20% 2% Bally** J9| 3*0 *4 3% *4+4 

154 64 BahBcp X 0882037 84 7 +4 

34% 24% BaKGE IX 78 XXX 27% 20% 20% - 4 

94 *6% B<« pt04X SO COO B0 X X + % 

334 20% BncOne 1848 48 617X23% 22% 22% - % 

11% 3% Bncffa 23 34 3% Ifa . 

Ufa 24% BcSKV 1.4B1 4A n 30% 30% 30% + % 

204 X%BecOrf LOSa 48 X X X 224 22% - 4 

X 34 BrtSam 180a UM 40 50% X »% + 1% 

7-X 4 Ban Tax 16 3-X 3-X 3-X 


1814 227 794 7«4 79 

a 8% BkBost .40 09 24*9 74 0% 04 - 4 

3*4 23% BW3 prAS80e IS 11 24% 24fa 34% 

02% 4i B*8 pK&soa is m 4i4. <i *i 
104 1 BfcNE 9777 14 14 Ifa- 4 

46% 194 BMW 112 n IWI Ufa 174 18 - 4 

36% 20% BNY adAlSBa H 827% 27% 27% 

33% 77%finM/tt I 48 4X1 Ufa SB 4 20%+ 4 

37 31% 8hA p*133B M. 71 J2fa Ufa B + fa 

X% X BkApI 8a 11. W »% X 384+ 4 

614 29% BankTr 133 SB 2600 34% 33% 33%-% 

14% 84 01040 0 142 74 74 74-4 

17% 4% Banner B 145 fl% 34 + 4 

30% 20% Barely * 15 70 ffl% X4 254-4 


614 29% BankTr 133 SB X00 34% 33% 33%-% 
14% 84 Bor An n 142 74 74 7% - 4 

17% 4% Banner a 145 fl% 34 + 4 

30% 20% Barely * 15 70 ffl% X4 »4 - 4 

254 21 Bars prl78 12. 127 22% X% Z%+ % 

»% 20% BarB pC?. 72 11 11 2% U 22% + % 


23% 21 BvSpCJBa 28 87 34 22% 34+ 4 

34 «% Bart M 38X1487 W% tt% 184 
30% 3% BaraGp IX S7 X 5 24% 24% Wfa- 4 

374 1+% Bamea US 14 8X21 164 15% 15% - % 

14% BfaanM JO 13X1970 84 7 7%+ % 

23% Ufa Baaa n IXa 11X3238 20% Ufa M%+ 4 
X 04 BaSMI -X MX 679 74 7 7 

73 SV Banach IX 2.1 15 389 63% 014 014+4 

27% 2D% BaMar M 28 IU77 26% 2B4 3B%-,% 

9% 354 BO* ptA144a U 20 X% 36% 304- 4 
914 K4BaKpB19a 48 a 794 764 78% -1% 

x% X BayfiSlJO 1111 3 214 20% 33%- 4 

14% 0 8mt3 JSBh 07 51101 5% »% *%- 4 

at X% Beams M 48 H 272 w4 «% ufa+ fa 


914 K4BOKpS19a 48 a 79% 7ft 
9% X BaysSlJO 1111 30 214 20 


M% ft BoarSl JSBh 07 ilW 5% « 

St 13% Beams ■** ASM 273 W4 

12% 8% Beozer J3e W. 4 0*8 7% 01. 

n% 11%Bddna 3# 38 TO 12K X% X4 % 

7* X BacXklX 18 X 004 71% »% 

3*4 21% BehlnH M 28 X 11 34 22% 34 +4 

374 69% MUd aUB 48X8292 0% 04 «4-1% 
X% X4 Balflnd 80 U « « Mfa if®" 3 

XV « BatSo 288 02 14 2S48 524 51 % 52 - 4 

304 »4BeWW 83 183 X S >a+ S 

37% 27 Bank .73 10 U 33 20% 27% 3-4 

U 14% BenJCp 140 12 F*U Jl, W M%+ % 

V 294 Baod pBSO H fl» 2*4 *4 »« 

jl <jLM mb b no 1 i9U um 

J? ^SSSwjt. W16 rr% «V^+ % 

s% “*. « T S i isti 

10% BMKSd 80 34 01994 11% 114 114+ 4 

ao4 x Bddlpl 9 12. 0 40% 48% 4B%+ 4 

4 x4Bmsp>Bii« 34 34 »%- 4 


224 12% CML O X 

Ufa 25% CMS EnpJO 18 7 387 

12% 24 CMS End 27 6* 

108% B4CNAFn 9 WO 

124 84 CNA1 1.18 19. 37 

84% X CPC 2 1817 730 

3*4 3% CPI .*8 18 13 106 

8% 84 CHI MIX 11 199 

12% 104 Cm liql46a 21. 132 

214 W CRSS .12 810 EOT 

384 3 CSX MO 48 7 708 


II. zXD 1)4 »4 i<4 
a 1 ST 54 94 6 %+ 4 

X 90 2% 24 2% 

88 91X6 384 30 Ufa- 4 
21 332 9 4% 5 

sail ix 21% zi% 21%- 4 
8 x 134 «4 x%— 4 
18 7 387 84 25% 3%- 4 
27 6* 3% 3% 3% 


21. 132 124 114 

8 10 GOT X% 12% 
48 7 7BB 8% 284 


6%- 4 
114- 4 

B4 + 1 
84- 4 


24% X% CIS JB 40 0 20 184 dW4 »4- 4 

22% 114 cue mi 39 IM X% M4 tt% + % 

31 4 23 3% d 3 3 ~ 


22% 11% CUC bit 
10 34 CVRB 85r 


30% 21% CWWra J3» 11 X 7*8 8% 3% 23fa 
3% 6% Cattfcn 3 138* u2*4 8% 234 


334 l04Caaear 103113 194 15 154+ 4 

>% CalFed .X ID 1106 4% 4 4 - % 

6% CaBhn XI 8% 8% 8%+ 4 

21%CalnMJMa 2710 2M 2*4 dZS% 23% -14 
6- TO Colton 80 % 3-X 5-16-1-16 

4 CmpH p SM 4 4 4-1-32 

*24 CampSp 1 2816*0 710 n% *94 «%-l% 

M% CdnPc p82b 1031 X4 16% »% 


3fa 8% BlkHCp 184 1<« O »>+J« 

10% 94 BSAdv n85 «• * JJ J' Jjj ? 

04 7% BUMS 185 a W 84 8 84+ 4 

11 e BUttfr 85 Ifl 1509 0% 6% ®% . 

«% X BMOTB1J16 "5 2 z\ 

29 15% BtodC 26 88* 8% 19% 20 + 4 

7% 54 BhieCf* .79a 11 W SJ 5jl Sjl. «u 

81% 35%Bwrtnfl* 1 -2.1 X10761484 4*% - l4 


1% 5- TB Cation 

14 4 CmpR p 

93 *24 CampSp 1 

8% M% CdnPe pJZb 
833 408 CapCib 80 
9*4 274CapHd IX 


.. .1 14 73 4« «B8% 400 -X 

944 2?4CapHM IX S3 71660 3% 32% 334+ % 
as ID CapH p*S90a S7 X 714 714 714+ 4 
X% «%Capatd 18 if. 7 9 I2fa I2fa Ufat 4 
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Our readers are the holidaymakers you need. They are affluent and 
they read the WEEKEND FT every Saturday. 

Telephone Helen Day 
on 071-873 5751 and book space now! 
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Individual shares mixed 
as Dow gently declines 


Wad Street 


A QUIET day on Wall Street 
saw equities turning lower In 
titte absence of any economic 
news of note, mites Karen 
Zagar m New York. 

The Dow Jones Industrial 
Average ended 22.03 down at 
2,494-06, posting a good deal of 
the loss in the last half-hour of 
trading. Volume on the New 
York SE amounted to 146.3m 
shares 

Trading waa directionless, 
with advancing issues nar- 
rowly leading those declining 
by 804 to 688. The Stan- 
dard & Poor’s 500 index receded 
2.41 to 31225 but the American 
SG composite added 0.74 at 
29237. 

C&S Sovran fell $2% to 
$16% after an analyst at Pat 
ne webber downgraded his 
investment rating on the stock 
to unattractive from neutral. 
The analyst also reduced 
fourth-quarter earnings esti- 
mates for the company, citing 
deepening loan problems in the 
Washington DC area. 

Motorola put on $1% to $54% 
after announcing a new 
method for sending data at 


high speeds within buildings 
using digital radio transmis- 
sion, which will allow comput- 
ers to be moved from one office 
to another without having to 
lay down new wiring. 

Bristol-Myers Squibb was 
unchanged at $63%. Late yes- 
terday the company said the 
Food and Drug Administration 
had approved its cholesterol 
drag. 

Walt Disney gained $% to 
$96% after stating that it has a 
$600m financing package with 
Japanese institutional inves- 
tors to replace the US limited 
partnerships which have 
fiwawMd its film-making In the 
past few years. 

Texaco slipped $% to $57% 
in spite of turning in a 25 per 
cent rise in net income, helped 
by higher crude oil prices, 
while Mobil lost $1% to $87 on 
reporting net income of 88 
cents a share, down from $L30 
posted a year ago. 

Among the most actively 
traded shares woe Philip Mor- 
ris, the tobacco and foods 
group, which lost $% to $47%, 
General Electric, which hard- 
ened $% at $53%, and Citicorp, 
down $% at $12% and which a 
week ago unveiled depressing 


ASIA PACIFIC 


Nikkei rises further but 
volume falls back again 


Tokyo 


THE CONTINUING fell in ofl 
prices the firm bond mar- 
ket ensured a further gain for 
equities yesterday as investors 
confidently sought har p™ in 
a wide range of sector* writes 
Martina Gannon in Tokyo. 

The Nikkei average 
improved for the seventh con- 
secutive trading day to close at 
2539830, up 227.44, although 
volume slipped to 550m shares 
from Monday's 600m_ The day’s 
high was 25,43230 and the low, 
reached shortly after the open- 
ing, was 2538333. 

The Topix index of aQ listed 
stocks added L26 at 135939. 
Advancing issues outscored 
declines by S3 to 429, while 
129 issues were unchanged. In 
London the ISE/Nikkei 50 
index receded 1L31 to 1,41732. 

Investors, spurred by hopes 
of an ftHsriTig in the MiiWh East 
situation, turned their atten- 
tion to recently neglected 
areas, lnrimflng hightechs and 
heavy electricals, although 
most sectors ended mixed. 

NTT, which advanced by its 
daily limit of Y100.000 on 
Monday, gained a further 
Y43.000 to Y973.000 for its sixth 
rise in a raw. 

Export-oriented issues fared 
well, with Sony climbing Y170 
to Y6.770, Victor rising Y70 to 
Y1.770 and Toshiba adding Y1Q 
at Y831. 

Other morning gainers were 
food and brewery, paper and 
pulp and precision instrument 
Issues. Toyo Jozo rose Y20 to 
Y1340, although Kirin Brewery 
slipped back Y10 to Y13BQ. QH 
Paper gained Y15 to Y8SB and 
Nikon rose Y50 to Y1.150. 

Many stocks were lifted by 
the fell in crude oil futures 
prices in New York, including 
Tokyo Electric Power, which 
added Y30 at 73,450, and Nip- 
pon OU, which advanced Y20 
to Y 1,020. 

Tokkj Marine and Fire Insur- 
ance, having risen for seven 
straight business days, 
retreated on profit-taking to 
YL270 for a fall of 740. Brokers 
did not expect the stock to 
decline much below that tevel 
due to growing expectations of 


lower long-term domestic inter- 
est ra t es. 

The finanrial sector was 
mixed. Mitsui Taiyo Kobe 
rose Y90 to Y1,69Q and 
Bank of Tokyo added Y20 at 
71,020. Sumitomo Bank lost 
Y60 to 71,820. The latter 
announced yesterday a major 
reorganisation plan in an effort 
to shake off the effects of an 
illegal loan scandal, which led 
to the resi gnation of the bank’s 
chairman. Nomura Securities 
shed Y70 to YL840. 

Chemicala, real estates and 
pharmaceuticals also showed 
no dear trend. Takeda Chemi- 
cal fell Y60 to YL690 and Asahi 
Chemical sited 74 to 7801 

Broad-based buying in Osaka 
lifted the OSE average 297 
points to 2835733, although 
volume dipped to 423m shares 
from 473m. Textiles and chem- 
icals were in good form but 
domestic demand-related 
stocks were lacklustre. Con- 
structions trimmed some of 
Monday's gains. 

Roundup 

PACIFIC RIM markets bene- 
fited across the board as the 
steep fell in oil prices injected 
confi dence . 

AUSTRALIA rose sharply, 
assisted by a surge in News 
Carp and the on-market pur- 
chase of Elders IXL stock by 
the Japanese brewer Asahi. 
The All-Ordinaries index 
climbed 183 to 1383.1, while 
turnover expanded to A$2553m 
from A$L39m. 

The Elders transactions 
accounted for 2 per cent of yes- 
terday’s turnover and the stock 
flninhpd three cents firmer at 
A$L37. News Corp jumped 54 
cents to AS6.10 on Mr Rupert 
Murdoch’s prediction that the 
company would trade ahead of 
las t yea r. 

NEW ZEALAND recouped an 
initial loss to end higher on the 
back of rises in Fletcher Chal- 
lenge and Brierley Invest- 
ments. Prices elsewhere were 
flat to lawn:. 

The Barclays index ended a 
net 639flrmer at 1,450.43, its 
sixth consecutive gain, on a 
turnover of NZS93&n. 

BOMBAY stockbrokers boy- 


cotted trading when exchange 
authorities imposed curbs to 
prevent a market crash after a 
major political ally withdrew 
its support for India's minority 

gngp r [ impnt | thrMlwihig a col- 
lapse in the art mtafai ra tion 
The exchange banned for- 
ward trading and stipulated 
that sa le* »nd purchases of 
shares be delivered on the spot 
SEOUL gained ground in 
lig hter trading «« nwimn i con- 
tinued to circulate that the 
government would soon unveil 
specific measures to realign 
the fjnanrfpl industry. 

The composite index stood at 
76535 near the close of the 
morning session, up 32.18. 
Almost 90 per cent of stocks 
reached their mayhmrm u pper 
limits and turnover came to 
Wan285bn, against Wan394bn. 

KUALA LUMPUR advanced 
as the ruling coalition’s land- 
slide victory in the weekend 
ejection p ro m pt e d far- 
;r buying. The . composite 
index rose 1136, or 2.41 per 
cent, to 507.71, breaching the 
500 mark for the first time 
since September 2L 
SINGAPORE closed sharply 
Ter. The Straits Times 
index jumped 3637, 
or 3.12 per cent, to end at 
130930. Strong demand from 
individual investors and for- 
eign and local institutions 
lifted prices Wgter from Am 
outset and turnover rose to 
S$1763m from SSI 97m 
TAIWAN strengthened, with 
the weighted index gaining 
84.38, or 2.6 per cent, to 
3,300.57, while volume 
increased to T$S9.7bn from 
T$423bn. 

HONG KONG rose 2.1 per 
cent in the heaviest trading for 
almost two months. The Hang 
Seng index surged 65.67 to 
338L23. its highest close since 
mid-September. Turnover 
swelled to HK$135bn from 
HK$982m. 

MANILA moved higher in a 
surge of buying during the 
final half-hour of trading as a 
scheduled general strike by 
organised labour and transport 
groups appeared to have been 
disregarded. The composite 
index rose 735 to 555 ou vol- 
ume of 533m pesos (423m). 


Prophetic words enhance Spanish recovery 

Peter Bruce writes of dreams on television, and the real economic and industrial threat 


third-quarter resu lt s. 

American Express Improved 
$% to $20. Late on Monday the 
company reported a 3.6 per 
cent rise in third-quarter net 
profits after the problems at its 
troubled Shearson Lehman 
Brothers subsidiary held back 
ntnp-mowth warn Inga. 

The secondary market out- 
formed listed issues, with 
NASDAQ composite show- 
ing a pate through mnct of the 
day before settling marginally 
lower at 34L08, down a net 
034. 

Technology issues continued 
to pace over-the-counter trad- 
ing, with Conner Peripherals 
ahead $1% to $22%, Sun Micro- 
systems down $2% at $20%, 
MCI Communications up $% at 
$29% and Apple Compute - $% 
off at $31%. 


THE Toronto market enjoy- 
ed its fifth rise in as many ses- 
sions, helped by the continued 
ifaniiiw in erode aQ prices. 

The composite fate 
73 at 3,1233 as rises edged out 
fells by 288 to 263. Volume was 
light but increased to 18.1m 
shares from Monday’s 173m. 


O N MONDAY night, the 
lead item on Spanish 
television news was 
about a dream in which the 
prophet Mohammed had 
aimeared before Saddam Hus- 
sein and told him to withdraw 
from Kuwait and just hold on 
to some key islands at the 
mouth of the Sbatt-fltArab. 

This event went unreported 
in the following day’s newspa- 
pers, but enough Spaniards 
watch television for the 
prophet’s Intervention to have 
had an effect The Madrid 
index rose 638 points yester- 
day to 24LQ8, 10-6 per cent up 
on the beginning of last week. 

In truth, what may be the 
start of a healthy recovery 
commenced last week, when 
thp imte gained 63 per epwf to 
Ml Sfl Minis teS nff jHnlq 

hart begun to speak of lifting 
capital controls next year, 12 
months <w r ti c T tfan the origi- 
nal deadline, and to hint 
strongly that the economy may 
be cooling down so last now 
that interest rates have proba- 
bly peaked. 

Deepisb budget cuts are 

EUROPE 


promised for next year. Peter 
Stevens at Barclays, Pizarro y 
Recoder, says that this indi- 
cates that the authorities have 
moved much more towards 
"the idea of quite a hard land- 
ing" after a year-long credit 
squeeze. 

Madrid fell more dramatic- 
ally than any other European 
Community market after Iraq’s 
invasion of Kuwait, largely 
because of the country's high 
dependency on imported olL 
Even prior to this, companies 
were already beginning to feel 
the effects of the Government's 
restrictive monetary policies. 

The Madrid index has fallen 
18 per cent since August 2 and, 
along with Finland and New 
Ep-wTanii, Madrid was one of the 
few markets in the world inca- 
pable of holding total capitalis- 
ation above book value. Its nor- 
mally low p/e ratios, around 
113 at the end of July, have 
slithered down to an average 
8.4. The place is cheap. 

Buyers have come rushing 
back in the last 10 days, say 
brokers. Trading volumes of 
around PtalObn a day now are 


double what they were two 
weeks ago and approaching the 
PtalSbn to Ptal8bn of before 
the Gulf crisis. 

The recovery has also neatly 

Spain 

Relative to Europe 
FT~A Worid Indfces patanmfai) 
105 



with tits third quar- 
ter reporting season for the 
banks, the mar ket l e ader s, and, 
says Ms Lisa Jorcazak of FG 
Inversions Bursa tiles, "the 
numbers are very helpful”. 

Banco Santander has just 


reported a 193 per cent rise in 
net profit margin for the group 
and mast of the banks have 
made big provisions early, 
which may mean even better 
yeanend profit figures. "We’re 
having a very nice run," com- 
ments Mis Jorcazak. 

Indeed, the market seems to 
have absorbed, quite calmly, 
the real threat of economic and 
industrial freeze settling over 
the country. Car salqs are 
down sharply on last year but 
stocks like Citroen and Peu- 
geot have already discounted 
losses and are trading at p/e’s 

of below 2. 

Even the utilities which suf- 
fered from the. ail price shock 
are rebounding strongly, 
mainly because they are addic- 
tive borrowers: even the most 
remote possibility of interest 
rate fells is normally received 
with celebration. 

Fecsa is up 16 per emit since 
last week and the others are 
rising with the market. Con- 
struction, which may feel the 
effects of budget cuts and 
dearer oil later, is still feeding 
cm long order backlogs. 


The index could begin to 
approach 300 before the end of 
the year, some brokets suggest 
though there is bound i 
lot of profit-taking if 

continue to rise , like tl 

the next two or three weeks. 

T he uncertainties - Mr 
Saddam’s dream state 
notwithstanding - are 
macroeconomic. Even If the 
Government lifts credit restric- 
tions at the end of the year, 
will there be anyone lefttobar- 

row from the banks? The retafi 
business will be tough. But at 
least the explosion last year hi 
corporate paper - when com. 
panics, turned away by credi- 
tor banks under Bank of Spain 
instruction, increased the 
amount of paper In circulation, 
from $6bn to $20bn — ' is over, 
the bubble burst by the reduc- 
tion in the gap between Trea- 
sury BED and commercial paper 
yields and a general slackening 
of investment. Analysts are 
confident, though, that the 
banks would find plenty of cor- 
porate business around if their 
credit ceilings are lifted. 


Frankfurt surprises its followers once more 

cutting 1990 car output by 
another 15,000 for a total 


BOURSES were generally 
firmer yesterday, in an atmo- 
sphere which suggested that 
investors, as well as dealers, 
were interested in shares at 
yesterday’s levels, writes Our 
Markets Staff. 

FRANKFURT changed 
course, and surprised observ- 
ers yet again. Following Mon- 
day’s move from hope to 
depression, yesterday’s weak 
start was followed by an 
uptrend which saw the DAX 
close 39.83, or 2.7 per cent 
higher at 131434 alter a 533 
rise to 640.78 in the FAZ at 

mirimsinn 

Ms Barbara Altmann, a 
dealer with B Metzler in Frank- 
furt, said that after a slight 
opening decline, some orders 
appeared along with a story 
that operators on the Deutsche 
Terminhdrse, Germany’s 
options exchange, might have 
found themselves short of 
stock to cover some of their 
obligations. 

Volume ro6e from DM43bn 
to DMfLlbn, and sinm t rader s 
had been keeping their equity 
positions tight, some individ- 
ual shares showed large rises. 
Allianz put on DM120 to 
DM2265. The insurance com- 
pany has the highest Beta fac- 
tor among tha components of 
th«» DAX index, noted ana- 
lyst yesterday, "waning that it 
tends to exaggerate the trend 
of the market - whether 
shares are going up, .or down. 

Other big international blue 
chips did well, with Daimler up 
DM14.60 to DM62830, Deutsche 
Bank DM1930 to DM64430 and 
Semens, usually the Quietest 
of this trio. DM23.60 better at 
DM610. However, there were 
bigger rises in retailing where 
Kaufhnf rose DM37 to DM687 
and Kaufhof DM40.80 to 
DM592.80. Ms Altmann 
observed that while poor eco- 
nomic news may have contrib- 
uted to Monday’s gloom, con- 
sideration of Germany’s hi gh 
savings ratio may have helped 
the consumer stocks yesterday. 

Chemicals remained out of 
favour, BASF rising only 
DM0.60 to DM20730 on the 
cyclical downtrend and Sober- 


SOUTH AFRICA 

THKRK was selective demand 
for quality issues as the finan- 
cial rand eased farther. De 
Beers closed R1.45 better at 
R63.75 after torching R&4.75. 
The aD-gold index rose 15 to 
1358 and the all-share index 
put on 43 to 2329. 
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mg, which has seen profit tak- 
ing after relative strength, just 
DM0.50 to DM700. Lower oil 
prices were reflected in Luft- 
hansa’s DM6 rise to DM12230- 

PARIS dosed firmer on the 
last day of the account, with 
activity dominated by block 
trades in companies which 
were merging with each other. 
The CAC 40 index rose 3632 to 
1.676J7, in volume estimated at 
around FFrZbn. 

Michelin bounced back by 
FFr3.10 or 53 per cent to 
FFr6330 with 308,500 shares 
traded. Dealers said thin was 
mainly a technical reaction to 
last week’s plunge. One sales- 
man noted that many traders 
had bought Michelin shares 
before Thursday's ill-fated 
meeting in anticipation of good 
news, and they would use any 
Strength to nfflnari their long 
positions. 

Mr John Glendinning at 
Charterhouse TUney said that 
a flight to quality was increas- 
ingly evident among French 
stocks, though speculative 
stocks still had some attrac- 
tion. Bine-chips such as CGE, 


Suez and LVMH were in 
jownmj wwri were likely to con- 
tinue to outperform tfa mar- 
ket, he added. Suez, due to 
report its first half results 
today, rose FFr12.90 to 
FFr32730 with a heavy 389,030 
shares dealt. The market is 
expecting a profit rise of 20 per 
cent including exceptional 
items. 

An hnmfamt issue of rinTlar - 
denominated three-year war- 
rants on the CAC 40 index 
which will be qnoted in New 
York attracted interest. The 
issuer was reported to be the 
Kingdom of Denmark via Leh- 
man Brothers though the latter 
was not available for confirma- 
tion. 

Gdndrale des Eaux. which 
showed a healthy 19JL percent 
rise in first half group net 
profit, rose FFr61 to FFr2380. 
There were several block 
trades in Axa Midi which rose 
FFr6.60 to FFr218. 

MILAN rose in tnchwlRal 
trading as professionals cov- 
ered short positions. The Condt 
index rose 1039 to 58LT7. 

Flat, which said that it was 


planned reduction of 90,000, 
rose L66 to L6.609. Analysts 
said that the latest cutback 
was worrying as it affected 
production of the Tipo and the 
Tempra, Fiat's latest models. 
Flat is also doubling the num- 
ber of workers to be laid off in 
November to 77,000. 

Stocks in companies con- 
trolled by Mr Carlo de Bene- 
detti were still in demand. Oli- 
vetti rose L140 to L4,390 on 
continued talk of a mobile 
phone agreement with AT&T 
or an alliance with the state 
telecommunications firm Stefc. 

There were also hopes that the 
c o mp u te r ww n pany had turned 
the corner. However, some 
analysts feared that Olivetti's 
future was still bleak and 
described the stock’s latest rise 
as a fa*fa<«i bounce. 

AMSTERDAM closed at the 
day’s highs, supported by a 
Stranger 4nllar anri faffing oil 
prices. But volume remained 
thtn. The CBS Tendency index 
closed up L9 at 983. 

The market did not react to 


news that Philips bad settled 
for $9 35m a US class action 
lawsuit in which shareholders 
claimed that Philips had been 
unduly optimistic in its com- 
ments during the months 
before its May 3 announcement 
of sharply lower first quarter 
profits. Philips edged up. 20 
cents to FI 21.00. Analysts 
feared that while Philips 
believes da riaima are ground- 
less. this settlement might lead 
to further payments to other 
disgruntled shareholders. Phil- 
ips reports its third quarter 
results on Thursday. 

Fokker rose FI 130 to FI 3930 
as options In the stock began 
tr ading yesterday. 

ZURICH was boosted by bar- 
gain-hunting in blue drips Ht» 
Brown Boveri, Roche and Zur- 
ich Insurance as the Credit 
Suisse index rose 53 to 5083. 

Roche Holding led chemi- 
cals, with its certificates finn- 
ing SFrSO to SFtOffJO, and in 
engineering Brown Boveri 
gained SFrIQO to SFr4,740. 

HELSINKI lagged behind, 
the Unitas all-share ted*** fell- 
ing 2.4 to 4033. 


The World Index <2347)... 133.75 -03 101JQ 107.76 10533 11R72 +0-1 293 13431 102.09 10630 105.79 116.59 16205 . 11833 151.29 
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Ob Clydesdale Bank 


HOUSE 

MORTGAGE 

RATE 

Clydesdale Bank FLC 
announces that its House 
Mortgage Rate for new and 
existing loans is being reduced 
to 14.75% per annum as from 
1st November 1990. 


COMBAT 
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BAKE OF SCOTLAND 

INTEREST 

RATE 

Bank of Scotland announces the 
following changes in interest rates 
effective from 1 st November 1990 : 

Home Loan Rate 14 - 8 % 

per annum 

Stabilised Charging Rate 14 - 95 % 

per annum - 

Bank of Scotland. Head Office. The Mound. Edinburgh EH) 1YZ 
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REVIEW OF TELECOMMUNICATIONS 
POLICY IN THE UK 

London, 3, 4 & 5 December 1990 
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tOQOtherMnth your business card, to: 

Financial Times 

Conference Organisation 
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■ German giant chases 
higher grade products: 
see page 6. : 

SECTION TV~ 


FINANCIAL TIMES SURVEY 

ALUMINIUM 

Wednesday, October 24, 1990 


■ Heavyweight producer 
with a global punch: 
see page 6. 
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^ ros P ects f° r tho 

-worlds aluminium 
have never 
better a£ new 
applications and 

markets are now appearing, along 
with the growing importance of the 
metal's cost-effective recyclability/ 
says Kenneth Gooding. . 


are ahead for 
‘green’ metal 


RICHARD SCHULTZ speaks 
for most people in the alumtar 
ium business when he says: 
“This industry has the best 
years ahead of ft. I had some 
doubts in the 1980s when it 
seemed we would be plagued 
by over-capacity for ever, but 
they have been dispelled." 

His boss, Paul O'NeUI, chair - 
man of the Aluminium Com- 
pany of America (Alcoa), the 
industry’s biggest company, 
tntan an equally f nrttunwHi- 
utanflg “The al uminium indus- 
try will have a gnat surge of 
activity in the coming 25 years 
because of the metal's recycla- 
bility and the growing impor- 
tance of recyclability. Alumin- 
ium will completely 
overwhelm some other materi- 
als." 

Alcoa rft anrt-the rest of the 
industry.-.- is mow convinced 
thatthe carmakers will in the-' 
immediate^ future provide an 
enormous-surge in demand for 
alummoa — similar, to the 
impetus the industry received 
in the 1980s when beer and soft 
drink, makers started to pack* 
age. their pr od ucts in. alumina 

min miM- 

In the medium term, the 
opening up of eastern Euro* 
pean markets will provide , 
another boost m. aluminium ; 


usage. The industry expects to 

bgppfHr from if m w t rncHnm cus- 
tomers as the east gets round 
to. refurbishing its crumbling 
infrastructure and from 
demand for basic packaging to 
help get food from the fields to 
.the kitchen in reasonable con- 
: ditton. . 

On the automoti ve front, the 
ahmunimn faHiw Uy bun Tnm»h 
to gain as the car makers 
attempt to reduce flatter the 
weight at cars while at the 
same time they have to head 
dawn the road towards the 
recyclable car. 

Consider these examples 
among the many which COUld 
be quoted: in the past few 
months the Japanese Ministry 
of International Tr ade -and 
Industry has urged Japanese 
cm makers to lower the weight 
at their vehicles by 40 per cent 
by the year 2JXX). 

Meanwhile, BMW, the Ger- 
man car producer, has said 
that by 2993 it w HI establish a 
facility ra pwhiA of disassembl- 
ing 250,000 cars a year so that 
virtually 100 per cent of each 
vehicle can be recycled. 

Some analysts, after review- 
ing plans by Japanese and 
otter automotive groups, are 
forecasting that the use of alu- 
minium in the ^average US- - 
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jump to 600 lbs by the year 

2000. 

The car makers have to get 
more weight out of their 
vehicles if they are to meet 
increasingly stringent and 
mandatory fhel economy regu- 
lations in the US. But they are 
turning away from plastic as a 
lightweight solution because 
plastic is more difficult to recy- 
cle aluminium. 

Aluminium, Iwmim it is a 
relatively expensive material 
which does not become 
degraded over time, is worth 
recovering and turning back 
fiytn new metal. There is an 
important added g vnri m iunen- 
tal bonus - the energy 
required to recycle the metal is 
only one twentieth of that 
needed to produce primary 
(new) alnmlni u m. 

Already there are several 
aluminium products which 
lend themselves to “dosed 
loop” recycling programmes, 
beverage cans and automotive 
raatin ga among them. More 
than 75 per cent of the alumin- 
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cled metaL The aluminium 
industry is « * r tain it will bene- 
fit as more and more new prod- 
ucts are designed with recycla- 
hflity in mmd 

. The first oil supply crises at 
the wid of the 1970s provided 
an initial Mg boost for alumin- 
ium in cars. This was a “quick 
fix" solution which saw alu- 
minium substituted for otter 

materials 

New components 

This substitution process has 
now moved to more complex 
components - for example, 
VAW, West Germany’s biggest 
aluminium group, is working 
with the Japanese on complete' 
car dashboards of the 
metaL 

But back in the early 1980s 
the ahrminhim and car indus- 
tries began working on longer- 
term projects involving 
vehicles which would he 
almost entirely from alnmin- 
ium; “space frames” of the 
metal on which panels of alu- 
minium, steel or plastic could 


Some of these efforts are 
now nBflrtng a successful con- 
clusion. Honda of Japan 
launched its NSX sports car in 
the US in August, a vehicle the 
company says is “the most rev- 
olutionary model Honda has 
ever produced*. Every compo- 
nent of the two-seat, mitten- 
gined car is constructed of alu- 
minium to provide a 40 per 
cent weight savings over an 
equivalent steel body. 

Honda, already wen-versed 
in the use Of fllnmlnlmn 
became all of its Mi gfnea are 
of the metal, cighus 
technology used to assemble 
the NSX is its own. But it cer- 
tainly received a great deal of 
technical assistance from 
Alcan of Ca nada, the group 
whose ASVT (aii n ni n - h im struc- 
tured vehicle technology) is 
used to produce Jaguar's 
Y.iaan, with its all-aluminium 
body. 

Alcoa, meanwhile, has been 
working with Audi, the up- 
market part cf the Volkswagen 
group,' on an all-aluminium 


ries and the Mercedes Selass 
cars, due to be launched in 
1983. 

In September, Alcoa 
appointed Mr Schultz, the 
enthusiast quoted at the begtn- 
ing cf thin article, as director 
of its worldwide autom o t i ve 
products and systems, a newly- 
created position in the com- 
pany. EQs job is to provide nne 
voice for Alcoa in its dealings 
with the world's automotive 
industry." 

The ability of the a fao n infai m 
industry not only to respond to 
the demands of its automotive 
customers but in some respects 
eet ahead in the springs 
partly from its integrated 
structure. Much of the world's 
production is effectively con- 
centrated Within six Mimpwwlwn 
- Alcoa. Alcan, Reynolds Met- 
als and Kaiser, all of the US. 
Pechlney, the state-owned 
French group, ind Alusnlsse of 
Sw i tzer l and - each of them 
integrated through fr om baux- 
ite mine to metal fabrication. 

In the 1960s these companies 


controlled as much as 90 pm: 
cent of the wsaiem world's pri- 
mary aluminium output but 
over the last 30 years their grip 
has been loosened as new play- 
era have forced their way in. fa 
some biips, such as Braril 
Australia, this came about 
because cf forward integration 
by countries with a strong raw 
mater-talc base. Elsewhere t te 
availability of low cost electri- 
cal power provided the key - a 
modern aluminium smelter 
will consume as much power 
as a town with a million inhab- 
itants. The industry was forced 
to turn to low-cost hydroelec- 
tric power for much of its new 
capacity and now has the envi- 
ronmental bonus of bring able 
to chum this type of power fas 
from renewable resources and 
is generated in a non-polluting 
way. 

Meanwhile, some of the 
major aluminium producers 
have moved further down- 
stream to the fabrication of 
end-products. Pechiney and 
Reynolds, for example, have 
hw-ftmn significant suppliers of 
packaging worldwide. 

Packaging trends 

Packaging, particularly in 
the of the aluminium 
beverage can, has provided the 
most impressive growth in 
recent years. From the US, 
where the market is most 
developed, file aluminium can 

md the whnntnium foil tray — 
“the six-pack off beer and the tv 
dinner” - are gradually 
spreading their influence 
round the globe. 

US beverage can ship m en t s 
increased by &5 per cent last 
year to an estimated 83bn and 
60 per cent the metal was recy- 
cled . Learning from the US 
experience, major alumin- 
ium finmpiiniM expect to stim- 
ulate the growth at al uminium 
in other parts of the 
world by emphasising the 
metal’s recyclability. 

Mr nm pwirfcp, chairman of 
Reynolds, says: “Aluminium 
recycling efforts have begun in 
Europe, Asia and Latin Amer- 
ica that promise to become as 
pervasive as those in the 
United States. Recycling is the 
best answer to the problems of 
municipal solid waste and 
dbnintshmg landfill space.” 

"Even eve n ts in the Gulf cast 
a smaitar cloud over alumin- 
ConUnn ed on page S 
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Since mans earliest flight, the rides have 


been more than just a proving-ground for the 


mettle of a pilot. They have turned out to be quite 


as testing oo the metal of his aircraft. 


However, alumi nium has come a long way 


since it was used for the framework of the R34 


airship or since Mitchell used it to build the 


Spitfire's revolutionary tubular wing spar. 


For who could then have foreseen the 


<&> 
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new aluminium lithium alloys with their spedasiy 

and 

Aerospace 

remarkable strerzgth-to-weigfat ratio, the D ~ teton 


superplastic forming of aluminium components. 


or the crucial t echn olo gy that British Alcan 


would develop for a i r cra ft such as Concorde? 


In fact who could have known that, more 


than 80 years after it was first used in flight. 


our research would still be developing new 


alloys — and finding new applications for this 


versatile metal? 


Proving that aluminium is still what it has 


always been. The right stuff. 
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British Alcan Aluminium pic 

Chafcjm Park, Gensutis Cross. Bucks SL9 OQB. ^CAN 
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THE 18 per cent, three-year 
rise in world alnmininm pro- 
duction that lifted the total to 
a record 14.377m tonnes last 
year was principally due to a 
30 per cent rise in the US as 
buoyant market conditions 
encouraged the restarting of 
mothballed plants. 

But with, that process more 
or less complete, the underly- 
ing trend of a switch of produc- 
tion away from the industria- 
lised countries to the major 
developing countries is expec- 
ted to become more apparent 

over the next few years. 

In a report published in Sep* 
tember, Billiton-E nthoven Met- 
als suggested that non-commu- 
nist world primary smelting 
capacity would rise to 15.225m 
tonnes this year and to 16.234m 
tonnes in 1382. 

In 1395, it would "probably” 
reach 16268m tonnes and "pos- 
sibly” 20.295m tonnes, the 
report said. An earlier assess- 
ment (published in April} by 
Shearson Lehman Brothers put 
capacity somewhat lower in 
1990 (15.085m tonnes} and 1992 
(16m tonnes), and in the mid- 
dle of the Billiton range 
(19.143m} in 1995. 

Billiton’s "probable” rise of 
3.043m tonnes between this 
year and 1995 included a 
630,000-tonne advance for 
North America, with US output 
projected to fall by 218,000 
tonnes and Canada’s to rise by 

848.000 tonnes. 

The report also noted that 
the continued flat-out utilisa- 
tion of US capacity would he 
increasingly likely to result in 
breakdowns. 

In Canada, the startups at 
Akmette's Sept Isles plant and 
Alum ax's Deschamault were 
expected to be contributing 

315.000 tonnes of capacity 
between them in 1992 and 

645.000 tonnes by 1995. 

Expansions at Albecour’s 

Becancour gm*»ltor and Reyn- 
olds' Bale Cameau were expec- 
ted to add 120JXX) tonnes and 

128.000 tonnes respectively by 
1992. 

Potentially the biggest 
expansion, however, was seen 
in Venezuela, where a long list 
of projects and a couple of 
planned expansions added up 
to a L338m-tanne increase in 
capacity by 1995 from this 
year’s 600,000 tonnes. 

But Bfliiton designates that 
rise only as "possible”, setting 
a much more conservative 
"probable 0 figure for the capac- 
ity increase of 536000 tonnes. 
It explained that the "possi- 
bles” included projects likely 
to be delayed, "if zzot scup- 
pered”, by lack of financial 
backing and "partnership 
squabbles”. 

Nevertheless, Billiton also 
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This smelter, built by Alcoa at Portland, Australia, produces mora than 4,500 lbs of 
metal a day. Its capacity Is 150JM0 metric tons a year. 

PRODUCTION 

Venezuela shows 
high promise 


Western World p ri m ar y capacity 



quoted an "eventual possible” 
capacity figure for Venezuela 
of 3.188m tonnes a year - "this 
may seem fancifhl,” it admit- 
ted, "but the fact remains that 
it is difficult to imagine a coun- 
try more suited to producing 
aluminium than Venezuela.” 

It listed ample indigenous 
supplies of bauxite and hydro- 
electric power concentrated in 
a compact area, plentiful, inex- 
pensive labour and good infra- 
structure. This was a package 


of benefits matched nowhere 
else, though the report added 
that the infrastru cture might 
he strained to cope with output 
at the most optimistic proj- 
ected levels. 

Shearson had earlier noted, 
moreover: "Debt problems, 
food riots and corruption 
charges have made Western 
investors nervous about partic- 
ipating in greenfield projects 
(In Venezuela), despite the 
obvious cost benefits of invest- 
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ing in the country.” 

BfiUton said Latin American 
output was also likely to be 
boosted by the expansion of 
the Albras and Alomar smelt- 
ers in Brazil. 

Asian ou tp u t is also set to 
rise substantially, chiefly as a 
result of developments in the 
Gulf. Although the present cri- 
sis is likely to mean delays, at 
least, for greenfield projects, 
planned expansions at existing 
plants in Bahrain , Dubai and 
Iran are reported to be going 


Ihe BfiHton report suggested 
that by 1995 those three smelt- 
ers* capacity would "probably” 
be up from 445,000 tonnes a 
year to 765.000 tonnes and that 
another three would be in opeiv 
ation in Iraq, Qatar and Saudi 
Arabia, with an aggregate 
capacity of 563,000 tonnes a 
year. 

Although the trade embargo 
was delaying development of 
the Iraq smelter at Nasshfyah. 
Billiton remained "optimistic” 
all the new smelters would 
"see the light of day by 1395.” 
But it thought capacity at Nas- 
siriyah was likely to be closer 


Production 

changes 

World primary aluminium pro- 
duction In 1989 M thousands 
ot metric tons, showing aver- 
age annual compound growth 
rates In brackets, for the 
patted 1979-1909*. 

Canada 1.555 (6.1%) 

US ...4,030 (-1.2%) 

EC countries —2,015 (-0.7%) 

UK 297 (-1.9%) 

France — 335 (-1.8%) 

W„ Germany 742 (0%) 

European Free Trade 

Association 1,209 (1.9%) 

Norway _859 (2.5%) 

Yugoslavia .293 (5.7%) 

Spain 3S2 (3.1%) 

Brazil 888 (14.1%) 

Argentina 162 (3-2%) 

Venezuela 546 (10.3%) 

Australia 1,241 (165%) 

New Zealand 260 (5.4%) 

Untd. Arab Emirates .168 (n/a) 

S Africa 163 (6.9%) 

India 422 (7.3%) 

Indonesia 199 (n/a) 

Japan 35 (-28.6%) 

China 700 (6.9%) 

World auTMu ot VataJ Statutes. 

to 150,000 tonnes a year than 
the planned 215,000 tonnes. 

Shearson was less optimistic 
in its April reports about the 
prospects for the Gulf. Pointing 
out that as some projects go 
ahead others win become less 
attr a ct i ve It said: "We do not 
expect to see six smelters in 
the Middle East by 1985.” 

Australian production was 
likely to stagnate over the next 
few years, BQliton said, with a 

rise of Only 10,000 tonnes to 
1.285m tonnes by 1992. But 
with a new plant at Kemerton . 
In Western Australia "a strong 
possibility” and further expan- 
sions possible at the Gladstone, 
TOmago and Portland smelters 
(opened in 1982, 1983 and 1987 
respectively) production in 
1995 was likely to reach 1.51m 
tonnes and "possibly” 2.025m 
tonnes. 

No increase was envisaged 
for African production over the 
next few years, but Billiton 
noted that a smelter was 
planned in Algeria with proba- 
ble capacity of 220.000 tonnes a 
year and a possible leveL of 

330.000 tonnes. 

It did not include in its pro- 
jections a 1 80 ,00O-tonnes-a-y ear 
plant "mooted” in Nigeria. But 
later reports suggest the coun- 
try is close to announcing a 
scheme for a new smelter and 
associated power station with a 
rated annual capacity of 

200.000 tonnes. 

If the project goes ahead as 
originally conceived, Reynolds 
Metals of the US, which has 
already supplied technical 
know-how, will manage the 
smelter and tak« all the metal 
at London Metal Exchange 
prices, delivered in Rotterdam. 
Reynolds will either use the 
material itself or sell it on to 
other consumers. In return, 
Reynolds will pay the consor- 
tium of banks that Is to put up 
some of the capital for the proj- 
ect The Nigerian Government 
intends to put a substantial 
sum into the venture. 

On the minus side, the Billi- 
ton report listed eight plant or 
potline closures scheduled to 
take place between 1991 and 
1393 in Canada, the US, Aus- 
tria, France, Germany and 
Italy. Together' these amounted 
to 513,000 tonnes of annual 
capacity. 

The European cuts may be 
compensated, however, by a 
200,000-tonne&a-year project in 
' Ireland. Piiiit™ reported in its 
October metals review that a 
memorandum of understand- 
ing had been signed by the Ice- 
landic government and the 
international consortium com- 
prised of Alumax, Granges and 
Hoogovens formed for the 
planned construction of the 
Atlantal smelter, which was 
scheduled to come an stream 
in late 1994 or early 1995. 

Richard Mooney 


World projections on metal consumption arg 


revised WF Tt cr n World consumption by 
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The Gulf 

crisis 

dents 

growth 

prospects 

EARLY this year most metals 
analysts bad expected 1990 to 
see the end of the downward 
swing in the world economic 
cycle that had slowed grow t h 
in aluminium consumption 
after the surges of 1987 and 

1988. 

In April, Shearson Lehman 
Brothers, the London broker, 
projected a demand riss of (19 
per cent in 1990, up from 0-5 
per cent in 1389, ana a fruther 
strengthening next year to &3 
per cent, stfil well below the 
63 per emit of 1987 and the 5.6 
per cent of 1968, but enough to 
justify predictions of a more 
buoyant market. 

But that was before the Gulf 
crisis had raised oil prices 
sharply and intensified fears of 
recession. Mr Neil Buxton, 
joint author of the Shearson 
report, now sees tilings rather 
differently. This year’s growth 
projection still stands, but fin- 
1991 he now expects a figure no 
more than half the S3 per cent 
forecast In April. 

A month after the invasion 
of Kuwait however, Billiton* 
Enthoven Metals was still pre- 
dicting a 3.6 per cent growth 
for al uminium consumption in 
199L up from 0.3 per omit esti- 
mated far this year. For 1992 it 
thought the rate was likely to 
slow to 3 par cent These fig- 
ures were based on the 
assumption that economic 
managers could still engineer a 
"soft landing” for the world 
economy, rather Him a dive 
into recession. 

Billiton forecast 1992 non- 
communist world consumption 
of primary aluminium at 15.7m 
tonnes, up from 15.25m tonnes 
in 1991, 14.725m tonnes this 
year and 14.655m tonnes in 

1989, implying a rise over the 
three year period of 1.045m 
tonnes. The biggest contributor 
to that rise was expected to be 
western Europe, up 418,000 
to nnes to 5.125m, followed by 
Japan, np 321,000 tonnes to 
2.525m. Falls were seen for 
North (63,000 tonnes to 4.7m). 

Oil price rises tend to 
put a greater premium 
on aluminium's 
weight-saving 
properties, says 
RICHARD MOONEY 

and Australasia, (5,000 tonnes 
to 350,000). 

The remaining 374,000 
tonnes of the projected rise 
was attributed to “others", 
which were expected to con- 
sume 3m tonnes of primary 
metal in 1992. This underTfned 
the growing importance of 
what Billiton tamed the “non- 
mature economies”, on which 
the aluminium market has 
increasingly relied for growth 
over the past decade. "Indeed." 
Billiton said, "it was only in 
1988 that consumption in 
developed economies surpassed 
its 1979 level, when it last 
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"As economies mature, the 
services and high technology 
industries become more impor- 
tant and constitute a larger 
share of GNP,” the report 


explained. 

Analysing individual con- 
suming sectors the Billiton 
report saw scope for farther 
growth in transport, packaging 
and electrical engineering, but 
not for construction, the sec- 
ond biggest aluminium user 
after transport, unless there 
was a significant decline in 
interest rates. That was a simi- 
lar picture to Hint painted five 
months earlier in the Shearson 
report The vehicle industry Is 
the dominant element in the 
transport sector but aerospace, 
railways and boat-building are 
also important 

The increased risk of reces- 
sion Is clearly not good news 
for car manufacturers, and nei- 
ther is the rise in oil prices. 
The average aluminium con- 
tent of German-boilt cars, 
which Billiton took as a "yard- 
stick” for European manufac- 
turers, has risen from 8990 lb 
10 years ago to an estimated 
110-120 lb to-day. And It 
believed the figure for Japa- 
nese cars was still higher at 
120-190 lb. up from 90-100 lb in 
1980. “In our view, the inten- 
sity of aluminium use in auto- 
mobiles wifi continue to climb 
in all markets," said the report 

For aerospace the position is 
reversed. The level of alumin- 
ium use in aircraft is declining 
under the force of competition 
from materials such as tita- 
nium and high-strength steels; 
according to Billiton from 80 
per cent in the 1960s to just 60 
per cent today. 

But the volume of produc- 
tion was predicted to rise from 
300400 units a year in the 1980s 
to 800 a year in the first half of 
the 1990s. With extensive main- 
tenance and "re-sklnnlng” of 
existing aircraft making a fur- 
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ther contribution BUllton said 
the outlook was for “steadily 
rising demand from this sub- 
sector of the transport indus- 
try.” 

Overall, the transport sec- 
tor’s mixed near-term outlook 
for aluminium consumption 
added up to "a net increase, 
albeit a fatriy small one,” pro- 
vided there was not a marked 
slump in automobile produc- 
tion. 

In the construction sector, 
aluminium is e x pected to lose 
out an both fronts, with high 
interest rates slowing growth 
in building starts and competi- 
tion intensifying from a wide 
range of alternative materials. 
Although trends varied from 
country to country? "The near- 
term' outlook for aluminium 
consumption from this sector 
worldwide is not in our view 
particularly bright,” the r epo rt 
said. ■ - 

Packaging, the third largest 
consumption sector for alumin- 
ium, has been the fastest-grow- 
ing over the past decade. The 
report said it still had the 
greatest potential for further 
expansion and pointed to "phe- 
nomenal” growth in the US 
beverage can sector and 
inroads into food can produc- 
tion, but onfy limited impact in 
western Europe. 

Shearson also expected pack- 
aging to continue as a major 
growth market, although it 
warned that further "down- 
gauging” would constrain the 
trend. Since 1977 the average 
thickness of aluminium sheet 
Used for «m mnfeHng hart fallen 
from 0.42 mm to 0.30 mm, It 
said. Increased recycling of 
used na ns might also hold back 
growth In demand from the 
sector for primary aluminium. 
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IMPORT 

EXPORT 


•SPECIALISTS IN THE PROCESSING AND RECYCLING OF 

ALUMINIUM SCRAP 

• COLLECTIONS NATIONWID E • CONTAINER SERVICE 

• COMPUTERISED QUANTOMETER • ELECTRONIC ROADBfilDGE 

• PRICES LINKED DIRECT TO PUBLISHED PRICES 
CONSTANTLY PURCHASING ALL TYPES OF ALUMff4JUM SCRAP 


LOWER TRINITY STREET, BIRMINGHAM B9 4AG. Tel: 021-772 3551. 
Fax: 021-772 7366 Telex: 336398 


ROSS 

ALUMINIUM FOUNDRIES 

A name synonymous with quality aluminium 
castings since 1931 

Ross capabilities include castings produced 
in green sand, dry sand, plaster and special 
composite molding. 

Quality castings for commercial, aircraft, 
aerospace and military applications. 

Chester Morrow, Sales Manager, can 
answer your questions 

ALUMINIUM FOUNDRIES 

P.O. Box 609 Phone: 513/482-4134 

Sidney, OH 45365 Telex: 15-5102 

USA Fax: 513/498-1883 


ITS A PITY THEY 
CANNOT BE SIGNED 


You need Aluminium tubings, perhaps? 

Since 1958wearepP0dudngAliaiiiniumtul^ng5ft)rre- 
frigerators, freezers, gas cookers, gas stoves, water 
heaters, air conditioners, heat exchangers, vacuum 
deaners, etc. far many other purposes. 

Quality is our trademark 

So we test in advance each lot of our pnxbicts and we 
supply them with a quality control c er t ifi c ate . 

Please tell us your needs. 
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Growing public awareness of environmental 
issues boosts worldwide reclamation effort 

Recycling projects 
gain momentum 


THE VERY. rich, and am very 
poor, are least likely to recycle 
their used akmtinixxuk beverage 
cans in the .US. The person 
who will drive farther and hiin» 
more cans to the recycling cen- 
tre is a middle-class type, liv- 
ing in the suburbs. - 
This can be said with some 
cert ai n ty. thftn)ra to tbe efforts 
of. Reynolds Metals, second- 
texges t of the US ahmrinirnn 
groups, 'which laS year pwi fl 
out $182 m for ,9.7bn used alu- 
minium beverage cans.' 

Of course, Reynolds is 
alone. - In an, 49141m used alu- 
minium carts were collected In 
the US last year and the collec- 
tors were paid $900m. . 

Reynolds claims to have 
been first in ti» field- B says In 
its promotUmal material that 
“on March ZL, 1968, we discov- 
ered the richest aluminium 
mine in the world and it Is a 
self-replenishing mine.’* In 
other words, in 1968 Reynolds 
started: out in , the previously- 
untapped market for recycled 
beverage cans. 

In 1990, about 90bn beverage 
cans will be made and sold in 

Cans made from used 
aluminium containers 
cost only about 
three-quarters as 
" much as those - 
produced from new 
can sheet; says 
KENNETH GOODING 


>• 


the US, 96 per cent of them will 
be of aluminium and more 
than 60 per cent of those alu- 
minium cans wm be recycled. 

The lessons Ipamnd by tire 
North 'American companies 
over the. past 22 years are rap- 
idlybeing applied as beverage 
can recycling spreads to other 
partsof the world, particularly 
in Japan and Europe. 

Reynolds reckons it has 
than 

any oB&r amminiuin com- 
pany. It started 55 years ago 
but the break-through came in 
1968 In Los Angeles when, for 
thafizSt.thn^it g t arted to pay . 
the public for used beverage 
pfliw (known in tbs fodow tiy 
jargon gf.ttSCSBX-' - ’ 
v. Sa we can gain some polnt- 
er^foTUmwayj&hnnhdmn can 
recycling. Wiu develop in 
Ruxiope from Reynolds’ experi- 
ence. It found, for example, 
that paying the public contrib- 
uted greatly to the expansion 
of this business, which has 

grown from 1m fog of a hrmin- ' 
jam a year in the late 1960s to 
lm lbs a -day. 

Previously, .Reynolds 
attempted to encourage recyd- 
ing, without great success, by 
making contributions to chart- 


. jtfr Richard Balling, vice 
president'. of the company’s 
recycling and reclamation divi- 
sion, says that customer conve- 
nience is also* key to success- 
ful can recycling. For this 
reason Reynolds not only oper- 
ates a network of 72S buying 


locations in heavily-populated 
areas In the US; it also sends 
out mobile units to such places 
as supermarket car parks at 
. predetermined times and days 
of the week. 

(There are about 104)00 alu- 
minium can recycling centres 
in the US and this part of the 
business Is estimated to have 
created 80,000 jobs in the 
1960s). 

For the past live years Reyn- 
olds has also had "reverse 
vending machines” * - 
machines which take in used 
cans. and give ont cash in 
return - which are “open” for 
business 24 hours a day. How- 
ever, these are only viable If 
installed in dusters of 30 to 40 
in large cities. 

Reynolds heavily promotes 

recy cling , raring 13 ariirw Ughig 

- agencies around the country, 

: rather than having one, 

national camp ai g n, because it 
believes that, each area has "dif- 
ferent characteristics. 

The group knows a great 
deal about the people who 
bring in UBCs because they 
have to provide namea and 
aririrprapB whan thrfr 

cash. 

The "zfp* or post codes can 
be analysed to give a very clear 
indication of the type of peo- 
ple, incom es and oth er impor- 
tant data, apart from the obvi- 
ous details about where the 
customers live. This informa- 
tion can be helpful when new 

- collection points are being 
established and, when Reyn- 
olds is baying advertising 
space on radio. *nd television, 
it knows what progra mm es are 
likely to appeal to recyclers. 

Aluminium can recycling 
activities in Europe have yet to 
achieve such sophistication but 
it probably won’t take long to 
get there. 

Starting from an initiative 
by five alimrinlinn can sheet 
producers (Alcan, Alcoa and 
Reynolds of the US, Pechiney 
of France, and VAW of Ger- 
many) which set up the Ahi- 
mfioitun Can Recycling Associ- 
ation (Acra),. a strong 
commitment to recycling alu- 
minium nmn before they reach 
the waste stream is growing; 

Supporters , and partners in 
the recycling programme 
far i n dw Alusnisse in Switzer- 
land, Austria Metal, Alumfct jn 
Italy, Rival in Greece and 
Hydro Aluminium in Norway; 
can makers and fillers whose 
contributions differ by coun- 
try, and a number of retail 
trade chains and companies 
such as Shell in Austria and 
Switze rland and supermarkets 
Tesco, Safeway, Stewarts and 
Crazy Prices in the UK, Qtnnn- 
sworth in Ireland and Bandays 
Bank and GLS, the school 
equipment supplier, in the UK. 

Recycling programmes are 
operating in Greece, Italy, 
Switzerland, Austria, Ireland, 
the UK and Sweden. It is 
Norway will soon be 
to the Hst 
.- In the UK, the industry reck- 
ons that 500 tonnes of used alu- 
minium cans were recycled in 
1988, that this jumped to 1,200 


Industry now in 
better shape 


Continued from page 1: 
ium than most other indus- 
tries. 

While the -prices of other 
heavily-traded metals have 
been falling as fears about an 
oil-induced recession grow, alu- 
minium has held' up. TMs is 
because two smettars; in the 
Gulf area provide 2.4 per cent 
of the world's primary supplies 
and there have been Some wor- 
ries that, these . might be 
affected at . a time when: 
demand for the metal has been 
r unning , ahead of production 
capacity. 

To catch up, primary alu- 
minium output .needs to rise 
from the current annual level 
of just over 14m tonnes to 
about 17m tonnes by 1994. ana- 
lysts suggest About 26 per 
cent of ...new- or planned 
increases in capacity were 
intended to ' be ln the Gulf so 
any prolonged period of insta- 
bility ip the region would pose 
serious problems for alumin- 
ium supplies. 

However,' Mr Jacques Bou- 
gie, president of Alcan, sug- 
gests- that a Gulf-provoked 
world .recession (which he does 
not expect) might cut potential- 
demand enough in the early 
1990s to compensate for the 
flaiay In the construction of 
new smelters, hi the regio n. - 

For the.time being, however, 
Alcan, the world's biggest pro- 
ducer of • primary "ahiminiom, 
expects the indnstry to enter 
1991 with supply and demand 
about in balance, but; with a 
sHght increase in stocks. There 
gfibuld then be an increase , in 
abuttal -demand for primary 
a&d.recgl'c&iiniBtd to the year 
&Q00 averag ing^! per cent 
; ^The indnto-oertainhr to in 
better shape to face a recession 
.than the one which decimated 
it {ram 390ShS7»:a time when . 


the Japanese virtually gave up 
making primary aluminium 
and the US dosed down 20 per 
Po nt of its capacity. 

Three years of relatively 
high profits have enabled the 
major companies to rebuild 
balance sheets while investing 
' heavily in modem capacity to 
contain costs — since the mid- 
-1960s 25 pm* cent of the indus- 
try’s capacity has been 
replaced. In this way. 

But. if North America is 
tipped into recession by rising 

- energy costs, the reverbera- 
tions would be felt world wide 
and resnit in a sharp fell In 
demand for aluminium - 
"smelters would be slow to 

respond by cutting back pro- 

duettos* 

Inventories would accumu- 

- -late and prices would be driven 
sharply lower and remain 
depressed for a. prolonged 
period," suggests Mr Angus 

; IteMDan, analyst at BtUltoav 
Enthoven Metals. 

Aluminium prices are 
extremely visible because the 
metal is traded cm the London 
Metal Exchange. Many con- 
tracts are based on LME prices, 
which tend to be volatile even 
' at the best of times. Same pro- 
ducers wish this was not so. 
Mr Bourke at Reynolds is one 
of them - "the volatility of the 
i flmnfnlum price on the LME 
scares the hell out of the auto 
' industry," he complains. 

Somehow, in order to 
achieve their ambition, of oust- 
ing more plastics and steel 
from the world’s cars, the alu- 
minium companies will have to 
find ways of giving some 
long-term price guarantees to 
their auto mo tive cheats. 

Working out such sch e mes 
. might not be as taxing as 
developing afi-olnmxnmm cars, 
but it won't be easy. 


tonnes last year and *h»* there 
another substantial increase 
win happen thi« year. 

Like Reynolds in the US. 
Acra became convinced that a 
proper collection infrastruc- 
ture was essential for success 
and began its "public aware- 
ness” campaign with a net- 
work of 250 recycling centres, 

most Of them mwmhpr w of fhn 

British Secondary Metals Asso- 
ciation, In June last year. 
Today there are more than 
14 00 convenient locations for 
the UK public to recycle alu- 
minium cans. 

Alcoa has two can process- 
ing centres, at Swansea and 
Cardiff. Alcan has set up col- 
tectum facilities in five towns. 
Its collection centre at War- 
rington last year bought 200 
tonnes of used caps but in the 
first eight months this year the 
total was 600 tonnes. (There 
are 58,000 ahrmiphu n to a 
tonne and the industry is pay- 
ing lp each for them. This sug- 
gests that the 60,000 tonnes of 
aluminium cans lost in the 
waste disposal system last year 
could have netted recyclers 
about £30m.) 
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Alcan’s commitment to 
recycling extends to the invest- 
ment of £28m in a new, dedi- 
cated remelt fedlity next to its 

OTittHngr plant, in Warrin gton. 

This will provide the capacity 
to produce 50,000 tonnes a year 

Of alnmlninm from Old Cans. 

There is a very good com- 
mercial reason for all this 
recycling effort by the alumin- 
ium industry. To start with. 


aluminium is such an expen- 
sive metal to produce that in 
many cases it would not be 
competitive imiesa there was 
extensive recycling. 

Fortunately, the metal pre- 
serves the huge amount of 
energy it takes to produce alu- 
minium so that recycling bev- 
erage cans, for example, uses 
only about 5 per cent of the 
energy required to produce alu- 


minium from ora And the cap- 
ital cost of facilities to produce 
aluminium from recycled mate- 
rial is tmly one tenth of the 
cost of a new primary smelter. 

Even after collection, trans- 
portation and remelting 
charges are Included, cans 
made from used containers 
cost only about three-quarters 
as much as those produced 
from new can sheet. 


Last year the industry pro- 
duced about 4£zn tonnes of 
new aluminium from scrap. 
Already as much as 70 per cent 
of the metal used In electrical 
engineering, building and 
transport is re-used. That is 
why the industry is concentrat- 
ing on the M>n sector — it han 

the greatest potential for 
recycling growth as well as 
befog one of the fastest- grow- 



it all starts 
with a dot 


The quality of offset printing depends 
on the dot— its shape, clarity, consistency and integrity. 


Printing perfectionists say that microns matter. 

Aluminium printing plates must more than match 
this constant drive for perfection— an ambition which 
precisely coincides with the Alusuisse-Lonza philosophy. 


How far this 'coincidence' goes is exemplified by 
Star Aluminium's £35 million pound investments, the 
centre piece being Star's new Litho Centre at Bridgnorth. 


But there's a lot more to A-L than aluminium foil 
and thin strip. Our Group companies give access to 
the impressive resources and long experience of 
Alusuisse-Lonza throughout the world. 



In the UK, A-L companies supply 
billet, extrusions and composite materials, 
plastic film materials and fine chemicals, 
rigid dispensing containers in aluminium 
as well as foil, foil packaging laminates 
and containers. 

If A-L can help with your 
drive for perfection contact us soon. You'll get the 
resoonse vou need— on the dot! 



Alusuisse-Lonza UK Ltd., Imperial House, Lypiatt Road, Cheltenham, GL50 2QJ. 

Telephone: (0242) 510511 
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lng areas of aluminium con- 
sumption. 

But Reynolds has found that, 
once established, collection 
centres can be used to collect 
more Hum just cans. Its net- 
work buys items such as sid- 
ing, gutters, storm door and 
window frames and lawn furni- 
ture tubing, as well as house- 
hold products such as foil fro- 
zen food trays. It collects 
al uminiu m castings in c lud i ng; 
motor parts, pots and pans, 
lawn mower housing ami bar- 
becue grills. _ 

It all wdds up: last year Reyn- 
olds collected 450m lbs of alu- 
minium of all types and this 
accounted for nearly one third 
of the company’s total metal 
production. 

The commercial pressure for 
the aluminium industry to 
recycle has been ever-present 
It is now getting a bonus from 
the growth in the public’s envi- 
ronmental awareness. Because 

aluminium is such a recyclable 
material, products can be 
designed with recycling in 

wind. 

Mr David Morton, chai rm an 
of Alcan, points out that alu- 
minium carries an intrinsic 
value that is tapped each time 
it is recycled. He says: "The 
industry itself needs to take 
advantage of thi« virtue and 
design products in forms that 
are more easily recyclable. 

"Looking ahead, I can see 
the day when the aluminium 
industry will in a sense be 
*1 paging * the aluminium in its 
products to its customers, 
rather than selling it to them. 
It will do this by guaranteeing 
a take-back at the end of the 
product life-cycle." 
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INTERNATIONAL TRADE 

About-turn 
by Japan 


Japanes e Imports of imwrougfit aluminium 

BiKon tomes 
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JAPAN ^ Hn been the dominant 
player in world alaminium 
trade over the past ten years, 
and looks set to continue in 
that role. 

That country's about-turn 
has been quite astonishing. 
Ten years ago it was the sec- 
ond largest producer of alumin- 
ium in the non-Communist 
world, with output at just over 
lm tonnes a year. Last year, 
production was 35,000 tonnes 
from its only remaining 
smelter - the only one to have 
hydroelectric power. 

Japanese imports now 
account for 30 per cent of all 
trade in primary aluminium, 
according to Billiton -Enthoven 
Metals, “and Japanese procure- 
ment behaviour has had a tre- 
mendous influence on the 
world aluminium market” 

The ml shock of the early 
1970s convinced the Japanese 
that they should no longer be 
involved in energy-intensive 
aluminium production. 

“They were using scarce 
resources doing something that 
could be better done elsewhere. 
1 think you’ve got to admire 
them far their decision to get 
out of aluminium production,” 
says Mr Angus MacMillan, 
research manager with Billi- 

ton-Enthoven Metals. 

Nevertheless, Japan is the 
second biggest consumer of 
aluminium (after the US), and 
it remains by far the biggest 
importer. 

Between 1979 and 1989 Japa- 
nese consumption of primary 
aluminium rose from 1.8m 
tonnes to 2.16m tonnes. Over 
the same period, imports rose 
from just over 7004100 tonnes to 
2Am tonnes. The next biggest 
importers are Germany with 

940.000 tonnes and the US at 

938.000 tonnes (1989 figures). 

Rather than leave them- 
selves at the mercy of others, 
the Japanese have invested 
abroad in areas of cheap labour 
or cheap energy in order to 
safeguard their supplies. 

Japan, which now imports 
ahrniininm from more than SO 
countries, has invested in 
smelters in New Z ealand . Can- 
ada, Venezuela, Australia, 
Indonesia, Brazil and the US in 
the past 20 years. 

The Japanese factor has 
been the principal determinant 


of the changing pattern of the 
growing amount of world 
trade. According to Bllliton-En- 
thoven Metals, non-Communist 
world imports of aluminium 
constituted about a third of 
non-Co mmunis t world output 

in 1978, “whereas latest figures 
available from the World 
Bureau of Metal Statistics indi- 
cate this figure has now 
risen to in excess of 50 per cent 
of non-Communist world out- 
put" 

Canada, with its bountiful 
supply of hydro-electric power, 
remains the biggest of the 
exporting countries, with 1.16m 

Report by 

DAVID BLACKWELL 

tonnes in 1989. Norway, also 
well supplied with hydro-elec- 
tric power, has been ousted 
from second place by Austra- 
lia, which exported 895,000 
tonnes last year compared with 
Norway’s 770,000 tonnes. Aus- 
tralia’s cheap fuel Is coal, 
which has enabled it to lift 
exports from a mere 42,500 
tonnes in 1980. 

The US, the third biggest 
importer in 1989, r emains the 
biggest single producer of alu- 
minium by far, but Its imparts 
have risen and fallen sharply, 
reflecting an inability to cater 
for increases in domestic 
demand. In 1986, for example it 
imported 1.34m tonnes, only 

20.000 tonnes less than Japan. 

Western European countries 

have found themselves in a 
similar position, according to 
Billiton-Enthoven Metals, as 
imports have risen as a result 
of a lack of domestic capacity 
to cater for demand. 

European smelters have 
been running at 99.5 per cent 
to 100 per cent capacity this 
year, and the European Alu- 
minium Association expects 
production to remain the same 
this year as last at 3.6m 
tonnes. Western Europe will 
therefore need to import 

900.000 tonnes of primary 
metal again this year. 

Exporters in the US, Austra- 
lia and the Gulf States are 
seeking a reduction in the EC’s 
current tariff from 6 per cent 
to 4 pc cent at the current 
round of the General Agree- 
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Kenneth Gooding on research into new applications 

Big potential in motor indust 


meat on Tariffs and Trade 
(Gatt). 

While the UK is against the 
duty on aluminium, other 
European countries are in 
favour of keeping it 

Mr Jochan Schimer, presi- 
dent of VAW, the German 
group, says that exporters of 
aluminium outside Europe are 
not playing fair. They are 
encouraged by export subsi- 
dies, subsidies on power supply 
and subsidies to create jobs in 
state-owned companies. 

“So for the time being it 
would not be unfair If the 
European indust ry maintain 
the present tariff structure. 
The rules of fair competition 
do not exist in the industry.” 

He paints out European alu- 
minium imports are growing 
annually, which will benefit 
those countries which subsid- 
ise their industries. The Soviet 
Union, which in the past has 
damped aluminium when in 
search of foreign currency, 
poses a new threat and has a 
big surplus to export 

The Soviet Union has 
remained the principal factor 
in East-West trade in alumin- 
ium, exporting 188,200 tonnes 
in 1988, while Romania has 
grown in importance, export- 
ing 1164200 tonnes in the same 
year, compared with 53,400 
tonnes in 1984, according to 
JBiDiton-Enthoven Metals. 
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The West has been a net 
importer from the East for the 
last ten years, except for 1985, 
when the Chinese imported an 
exceptional 305,000 tonnes, 
reversing the balance. Chinese 
deliveries have since come 
down sharply, but Bflllton-En- 
thoven expects the country to 
remain a net importer. 

The price of alaminium on 
the London Metal Exchange 
rose sharply after Iraq’s inva- 
sion of Kuwait in early August 
as consumers anticipated that 
new capacity planned for the 
Gulf area would be delayed or 
cancelled. Mr MacMillan is 
sceptical about the Gulfs near- 
term potential to become an 
exporter, as a lot of the metal 
to be produced would be des- 
tined for the Gulf market. In 
any case, he does not expect to 
see any aluminium from proj- 
ected greenfield smelters until 
1995, “even if we have a rapid 
end to the situation." 

Overall, he sees the world 
trade in aluminium continuing 
to grow, along with consump- 
tion of the metaL Japan's con- 
sumption of just over 2m 
tonnes is less than half that of 
the US, he points out. Ger- 
many’s is even less at 1.3m 
tonnes. This is still relatively 
low consumption in two 
dynamic economies, he says, 
and imports are set to increase 
over the next decade 


“THE A IV (aluminium 
intensive vehicle) will change 
the way people build and 
design cars,” suggests Pete Bri- 
danbaugh, who heads Alcoa's 
research and design centre 
near Pittsburg. “It's a whole 
new way of making cars, not 
just substituting aluminium 
for other materials." 

Alcoa has been working 
since 1981 with Audi, the up- 
market subsidiary of Ger- 
many’s Volkswagen group, on 
the ATV concept 

The car, a competitor for the 
big BMW 7-series and Mercedes 
S-class models, is scheduled to 
he launched in 199? awl sev- 
eral prototypes have been on 
the road for some time, prov- 
ing the structural soundness. 

Alcoa intends to set up a 
facility in Europe, almost cer- 
tainly in West Germany, to 
offer its aluminium compo- 
nents, sub-assemblies and even 
complete space frames to the 
automotive industry. 

Alcoa says that, once that 
facility is in place, it will have 
spent US$250m on its AIV (alu- 
minium intensive vehicle) proj- 
ect but that “it is a whole new 
way of producing cars, not just 
materials substitution.” 

The company says alumin- 
ium car structures can be 
between 25 per cent and 40 per 
cent lighter than giTtinar ones 
made of steeL But the alumin- 
ium car would be much more 
expensive if the light metal 
was simply substituted for 
steeL 

So Alcoa has come up with a 
car structure - a “space 
frame” on which panels of alu- 
minium, steel or plastic be 
hung - consisting of only 
about half as many individual 


components as a conventional 
steel body. Tooling costs are 
only one-third of those for a 
steel vehicle. 

Alcoa is not alone. Alcan has 
its ASV (alaminium structured 
vehicle) technology, used by 
Jaguar in the XJ220 supercar 
and a prototype of the Ferrari 
408. ASV allows the production 

of adhesive-bonded ahTmirimn 
car body structures, of about 
half the weight of a steel struc- 
ture, to be built on conven- 
tional car production lines. 

Reynolds Metals has its own 
version of the aluminium car 
body and is working with a 
number of companies, notably 
Ford. So it is no wonder that 
the industry is particularly 
excited about the potential for 
new applications for alumin- 
ium in the motor industry. 

The industry has had to 
make many refinements to the 
alloys it produces in order to 
win over the car makers. For 
example, extrusions must have 
the strength of mild steel so 
that they absorb energy in a 
crash and crush in a con- 
trolled. predictable way. 

Castings must have the same 
characteristics so that they are 
a far ciy from the traditional 
aluminium which 

cracks into many pieces if hit 
too hard or dropped too for. . 

The industry also had to 
develop high-speed production 
technology to meet the 

ttomanris off the C 8 T r y , 

So far, however, the limit 
seems to be about 75.000 struc- 
tures a year - which restricts 
the use to special vehicles. 

Tooling costs also rise to 
steel levels at higher rates of 
output. But the producers 
argue that aluminium struc- 


tures allow car bodies to be 
replaced much more often than 
when expensive steel tooting 
has to be amortised. 

Al uminium producers are 
also w o rkin g bard to cut the 
costs of composite materials 
(metal matrix composites made 
of aluminium and ceramic 
materials) previously aimed at 
the aerospace industry which 
could afford the high prices. 
That would make 
attractive to the pricwwbdous 
car manufocturers. 

Jeff Edington, Alcan's vice 

Aluminium car 
structures may be up 
to 40 per cent lighter 
than similar ones 
made of steel 

president, research and tech- 
nology, says that If conven- 
tional brake discs were 
replaced by aluminium com- . 

poslte m atari nln ft WOUld save 
about 40 H» on the weight of 
the average North American 
car. With “knock-on” effects, 
the total saving would be at 
least 90 lbs. 

Alcan started producing an 
aluminium composite material 
- which it calls Duralcan - 
on an industrial scale at anew 
C$36m plant in Janqufira, Que- 
bec, in June this year, like 
other composites of its type, 
Duralcan combines the light- 
ness of aluminium with the 
strength, stiffness and wear 
resistance of the ceramic rein- 
forcement Early applications 
have been in bicycle frames, 
camera gimbals, brake rotora 
for racing cars and fire hose 
components. 


Among the most expensive 
products offered by the indus- 
try is aluminium-lithium alloy 
which is being widely tested Ly 
the aerospace industry. 

The future of this alloys 
rests heavily on the next Air- 
bus. The Ahbus partners have 
been carrying out full-scale 
fatigue tests hut it will be 
flwntnw two years or so before 
it is decided whether and 

where aluminium-lithium will 

be used. 

But more than a dozen appli- 
cations are being considered, 
including the forward bulk- 
head, door panels, wing tips 
and ponds and window frames 
- an applications where other 
aluminium alloys are currently . 
used. 

There is xu> guarantee that 
Airbus will use any of the 
material. But the Industry 
hopes Airbus will trigger sub- 
stantial consumption of alu- 
minium-lithium because it 
would, require not only a large 
q u ant i ty far aircraft but 
also a large number of aircraft - 
are likely to be built.. 

ft might seem a long way in 
technology from the Airbus to 
the humble beverage can but 
Alcoa for one would argue this 
is not the case. “The beverage * 
can is a very sophisticated 
pressure vessel,” insists Mr 
Brldenbaugh. Alcoa designed 
its latest version with the help 
of a Kray supercomputer. 

As beverage cans account for 
about 30 per cent of the alu- 
minium consumed in the US it 
has been very important for 
tim industry to get as much 
weight out of each can as pos- 


Norway benefits from cheaper power 


NORWAY has overtaken West 
Germany as the dominant pro- 
ducer of primary aluminium in 
western Europe as part of the 
shift of world capacity to 
regions with cheap power. 

While closure of more Ger- 
man capacity seems likely, 
Norway’s - and Europe’s - 
foremost producer. Hydro Alu- 
minium, recently unveiled a 
KriObn (US$l.5bn), six-year 
BT pflnmnn scheme which will 
boost its annual capacity by 44 
per cent from 635JXX) tonnes to 


about 915,000 tonnes - “we 
have a strong belief in the 
future of aluminium." says Mr 
Dag Flaa, president of Hydro 
Aluminium, by way of expbma- 
tiarL “The 1980s was a difficult 
decade for the industry 
because there was profound 
over-capacity. Now the situa- 
tion is much better balanced 
and there will be significant 
growth in aluminium con- 
sumption in the 1990s.” 

While Hydro might seem to 
be putting a great many eggs 
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LME ALUMINIUM TURNOVER IN MILLIONS OF TONNES 


The London Metal Exchange Aluminium Contract has moved from 
strength to strength, and more and more physical contracts are 
being priced on the basis of the LME official price. It becomes 
essential therefore, that Aluminium users worldwide understand 
the workings of the Exchange and how to hedge the Aluminium 
content of their products. 

Booklets on the services and uses of the London Metal Exchange 
are available on request. 



London Metal Exchange 

The World’s Largest Futures Market for Base Metal ’ 

The London Metal Exchange Limited, Plantation House, Fenchurch Street, London EC3M 3AP 
TELEPHONE: 071-626 3311 TELEX: 8951367 FAX: 071-626 1703 


into its Norwegian basket with 
the expansion project, Mr Flaa 
points out that the company 
has spent heavily on infra- 
structure improvements in the 
recent past and, by taking 
advantage of the existing Infra- 
structure, the capital invest- 
ment requirements will be only 
about 70 per cent of those for 
smelters on greenfield sites. 

Also Hydro enjoys some of 
the lowest power costs in the 
world. Analysts suggests its 
parent company, Norsk Hydro, 
is generating hydro-electric 
power at a cost of 16.5 to 17 
mills per kilowatt hour (one 
mm equals 0.1 of a US cent) 
compared with Pechiney's 
costs in France of about 20 
miU/kWh. 

Nevertheless, Hydro’s labour 
costs are relatively high and it 
has to buy in much of the alu- 
mina it needs as raw material 
so that, in 1988, its estimated 

Hydro Aluminium 
enjoys some of the 
lowest power costs In 
the world, says 
KENNETH GOODING 

total production costs were 
about $1,250-$1,300 a tonne 
against $1,000 for Pechiney and 
$L300 at Alusoisse. 

The expansion programme 
will go some way to closing the 
gap which Hydro already has 
been te«k iin g through a com- 
prehensive cost-reduction pro- 
gramme. 

Old and costly Soderberg 
unite will be replaced (these 
were unlikely to have been 
environmentally acceptable for 

much longer in any case) at 
the Ardal and Sunndalsora 
smelters which are to be the 
principal recipients of the new 
investment cash. 

The plans call for new facili- 
ties at Ardal with an annual 
production capacity of 120,000 
tonnes and at Sunndalsora 
with a capacity of 200,000 
tonnes. 

However, these plans are 
based an the assumption that 
the Increased demand for elec- 
tric power can be covered by a 
new gas fired power plant 
which will use associated gas 
from oil fields now under 
development at the Haltenban- 
ken area off the mid-Norwe- 
gian coast 

Mr Flaa expects negotiations 
about the new power plant to 
be completed this year. 
Hydro's situation is further 
complicated because conces- 
sions for parts of the existing 
power supply to the two smelt- 
ers expire before 2007 so the 
expansion programme is also 
conditional on new contracts 
giving power at “internation- 
ally acceptable” prices into the 
next century. Talks about this 
are only Just hegintng. 

Earlier this year plans for a 
capacity expansion of the Soral 
smelter, also in Norway but 
jointly owned with Alusuisse, 
from 65,000 to 100,000 tonnes 
were approved. 

Mr Flaa says Hydro will con- 
sider similar investments at zts 
other two smelters, at Karmoy 
(capacity 220,000 tonnes) and 
Hoyanger (67,000 tonnes) but 
any modernisation or expan- 
sion will have to wait until 
after the turn of the century. 

Hie I ndicates that, once the 
current smelter expansion pro- 
gramme is over. Hydro will 
look at the potential for capac- 
ity outside Norway. In any 
event, he intends that by the 
year 2000 Hydro “will be much 


more globalised than it is 
today.” 

Hydro Aluminium was 
formed in 1986 via the merger 
of the aluminium activities of 
Norsk Hydro, Norway’s big 
natural resources group, with 
Ardal and Sunndal Verk 
(ASV), another Norwegian alu- 
minium company. In 1988, 
Norsk Hydro bought out the 
Norwegian Government’s 30 
per cent shareholding and 
Hydro Al uminium became a 
wholly-owned subsidiary. 

Mr Flaa points out that dur- 
ing the past four years Hydro 
Aluminium's sales have grown 
by so per cent - “remarkable 
growth,” he suggests - and 
insists “that pattern will con- 
tinue.” 

Sales in 1989 were more than 
Krl6bn ($2.4bn) and the com- 
pany has 11,000 employees, 
including 6,500 in Norway. 

Like many of its rivals, 
Hydro has focussed its expan- 
sion downstream and on 
higher value-added products. 
However, it has steered dear 
so far of tiie relatively low-mar- 
gin foil and can sheet (foiled 
products) markets to concen- 
trate on extrusions. While this 
business is much more difficult 
to manage because of its frag- 
mented nature, it can be very 
rewarding, Mr Flaa points out 

He recalls that in 1986 
Hydro's extrusion, capacity was 


only 90,000 tonnes a year. By 
1991 that will be up to nearly 

300,000 tonnes and the com- 
pany is still looking to increase 
its presence in Europe and the 
US. Extrusions account for 
about 60 per cent of Hydro’s 
downstream products with 
rolling mills (which suffered 
losses last year) taking 23 pa* 
cent and the remainder split 
between wiiimWnm wire, 1L5 
per cent, and finished prod- 
ucts, 5 per cent. 

Hydro Is modi less vertically 
integrated than most of its 
major competitors but Mr Flaa 
suggests that, with its own 
downstream products taking 
about 65 per cent of the. pri- 
mary aluminium the company 
produces, it is not doing too 
badly. 


Alcoa has developed what it 
calls the 25 lb can” - its way 
of saying that LOGO ««n« weigh 
only 25' lbs. Now Alcoa and 
some of Its rivals are develop- 
ing “the 22 lb can.” But this 
will only be possible by rede- 
signing the and by 

using new aluminium alloys 
and production processes. 

Aluminium companies are 
constantly searching for a new 
product which . would give 
them as big a new market as 
they opened op with the Intro- 
duction of the aluminium bev- 
erage can. Alcan believes it 
might have just that product in 
Micromatch on which it has 
been working with an outside 
inventor. ■ ■ 

Micromatch enables a vari- 
ety. of different foods to be 
properly cooked together in a 
mi crowav e oven and involves 
the use of patches of alumin- 
ium on -the pads to-dlrectthe- 
energy to the right places! As' 
85 per cent of uS homes now 
have microwave ovens, ,the" 
potentials great 


mmmAnalytical 

Whenever quality Is important, Polyvac Spectrometers 
can provide high-speed elemental analysis of 
Aluminium and its alloys. 

If It takes you more than 30 seconds to analyse your 
metal please contact 

Lawrence Palmer on 0843-225131 

or writs (O him tor mora Inhumation at 

HILGER ANALYTICAL LTD., 

Westwood, Margate, Kent CT9 4JL 
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Mr AIwi ClMniMV chairman of Um Aluminium Stockholders? 
AMocWhm In Britain. Ho would like to see the level of 
proctond ahanMum rising to 75 par cent of the total dortag 
the next two year*. - 

Stockholders 
become metal 
bashers 


V*W 


ALUMINIUM- stockholders 
have increasingly taken - o n the 
traditional role of the metal 
bashing contractor over the 
past five or six years. 

The- ' movement towards 
added value has p ushed t he 
level Of processed ah n ntnimn 
passing through the stock 
hafidhis system to 60 per cent 
af ttie total - “we would like 
to see tbatpropoctum rising to 
75 per-cent over the next two 
years," 1 says Mr Alan Chairman, 
rhairwmn of the Alnminimn 
Stockholders Association. 

The rate of progress so ter 
Indicates that the target is weQ 
within reach. In the past seven 
years,' the association's 32 
members have -virtually 'don* 
Wed totf quantity of processing 
eqtopifteftt at thjdr disposaL In ‘ 
13j^toey‘HadB8 gntObtmes, 74 
bar saws and 36 plate saws. 

This year they have 11 guil- 
lotines, 16? bar saws and 87 
plate saws. The association’s 
members are de te r mi ned to rot 
high standards of quality and 
to progress further down the 
processing route. Mr Char- 
man’s own company, VAW, 
has spent '£400,000 on process- 
ing-equipment and the figures 
tor investment throughout the 

Despite thft rapid 
approach of 1992 and 
the Single European 
Market there Is little 
cross relationship with 

th» continent on 
standards 

industry are “very high”, he 
says. Annual turnover tor the 
association is in excess of 
£2S0m. About 24,000 tonne s ' of 
rolled and 9,600 tonnes of 
extruded atominimn are held - 
in 168 warehouses. 

It bdLds about 86 percent of 
the UK's engineering market, 
and supplies' more than 65 per- 
cent of toe country's industrial 
needs outside toe pa c ka ging . , 
sector. The-- amount -Of metal- 
being sold, however, has 
remained Bat. This year the - 
association, -estimates that 
stockist -satesvof rolled- and 
extruded products; will be * 
122j000 tonnes. - the same as-.-, 
the level year and in 1968.-*- 
- Over the same period, the. 
amount of extruded almnlnium 
sold fallen steadily from 

37.000 tonaesto 1988 to an esti- 
mated 34,000 tonnes this year. 
This is exactly toe same figure 
that was recorded in 1987, 
when only 83,000 tonnes of 
roiled aluminium', was sold, 
compared with an estimated- - 

88.000 tonnes this year. 

The tell . in Sales of extruded 
products reflects what Mr 
Char m an «*iia “the unfo rta- . . 
nate performance of the UK 
construction and lorry and bus 
industries.” Those two sectors 
are the main markets for 

extruded products. - 

While he says the UK may 
not be in recession quite yet, 
Mr Cbarman paints oat Bud 
toe stock hohiing industry is in 
a unique position to pick, up 
early indications erf the way 
the economy is. going — . 
are metal bankers,” he says, 
“with our capital tied up on 
the floor. “We see trends very 
early.” * 

In the fourth quarter of last, 
year stockist sales fell away 
sharply, leaving the associa- 
tion’s 1389 estimate for total 
sales of 128^00. tonnes well 
wide of the .mark. This years 
fourth quarter may not be 
much better, he believes. 

The association will *>e 
watching the Christ m a s period 


very carefully. K small engi- 
neering companies are closed 
tor three weds, the stockhold- 
ers will know that a period of 
belt tightening lies ahead. 

Mr Gharman feels that the 
level of sales will tell in 1991, 
possibly by 2 or 8 per cent And 
while he is anxious not to 
paint a picture of doom and 
gloom, he paints out that UK 
sales have been Bat for the 
past three yean while the 
trend in France and Germany 
has been ever upwards. 

Despite the rapid approach 
of 1992 an ^ the Sing le Euro- 
pean Matoet there is very little 
cross relationship with the 
continent; so the association 
has set up d'camnnttee to look 
at toestandards used mail the 
EC codatrie8. '' ** V 

-Problems arise not only 
because , the alloys of alumin- 
ium used vary widely, but 
Britain remains out on a hmb 
with its measurements system. 
- Lip service has been paid to 
metrication to that one inch 
has been identified as 26.4 
millimetres. So the standard 
British eight feet by four feet 
sheet is ordered as 2438mm by 
l2T*hmn. The European equiva- 
lent is 2500mm by 1250mm. 

-Hie thickness of the sheets 
is measured to Europe in milli- 
metres, to the UK the thick- 
ness measurement is based on 
toe old Birmingham Standard 
Wire Gauge - 16 gangB comes 
out as LfiBmm. 

A UK requirement for sheets 
of 2488mm x 1219mm x 1.63mm 
not only looks a little odd 
beside a German order for 
2500mm x 1250mm x L5mm, 
but It means the UK stockist 
has to cany sheeis in two sizes 
an obvious cost disadvan- 
tage when he already has to 
carry two or three different 
alloys as welt 

_ Mr Cbarman believes that 
.the UK will eventually adopt 
the European standards and 
says too association is deter- 
mined to be ready to supply 
UK industry - “there are some 
very large Preach and German 
companies out there - .when 
and if the .standard changes 
they wBl. come in.” At the 
some time as. moving, to w a rds 
standardisatio n, ^ stockhold- 
ers believe they can improve 
their . just-in-time, delivery 
'systems, under which they can 
deliver a set- number of items 
on a re gular basis. 

- “UK industry has not caught 
,on to just-ixbtime like Japanese 
-toad: German industry," says 
‘Mr Cbarman. Meanwhile, the 
industry .Is fighting the high 
level of UK interest rates, 
which he says have hit the 
industry hard. Stock levels axe 
at the lowest levels for three 
years — and “a lot of that 
reflects the high cost of cash.” 

“We have also had people 
delaying payments. This has 
been noticeable over the last 
three or four months, and it Is 
simply the high interest rate 
policy,” Mr Charman asserts. 
He is particularly concerned 
; about the building sector, a 
major customer, where one big 
company going into receiver- 
_ship can take many others 
with iL . - :i 

However, he believes the 
stock holding industry to the 
: UK is the most sophisticated in 
Europe, and its basic function 
of breaking down the huge 
ingots that emerge from the 
aluminium rolling mills is 
likely to increase in impor- 
tance. At present the ingots 
average around five or six 
tonnes, but in the mid-1990s it 
Is likely to be double that. 

David Blackwell 


The London Metal Exchange’s aluminium contract sees rapid growth, says David Blackwell 

Strong contender seeks more US trade 


THE LONDON Metal 
Exchang e’s aluminium con- 
tact is a mere infant compared 
with copper, ftp old man of toe 
ring. Yet its growth has been 
remarkable, mid while it is not 
c hal l en ging for copper’s crown, 
it js easily the second most 
traded contract, with just over 
30 per cent of total LME busi- 
ness, against copper’s 45 per 
cent. 

The exchange is well satis- 
fied with the contract for 99.7 
per cent pure alnminlnm, 

which was launched in 1987 
and took over toe mantis of 
toe old 99.5 per cent pure alu- 
minium contra ct at toe end of 
1988. 

“We are happy with it - we 
don’t see the need to 

With it,” says Mr Mgrtin 
Abbott, the LME J S mariretme - 

director. 

The old contract was killed 
off because it was believed to 
he inefficient and open to 
squeezes. But the introduction 
of the 99.7 c on tract - the first 
to be denominated in US dol- 
lars — has not entirely erased 
the aluminium industry’s did 
criticisms that TriR motni is 
for buying and selling, not 
using , and that LME prices are 
too volatile. 

So ter this year, the cash 
price has hit a high of *2^27.50 
a tonne and a low of $1,380 a 
tonne. 

The automotive industry. 


with its need for long-term 
planning and pricing, has a 
particular horror of LME price 
volatility. The exchange 
believes, however, that all 
users of toe metal should use it 
to stabilise the risk of price 


London Metal Exchange aluminium turnover 

mBon tonnes since he introduction of the contract 

lOflS IEP 1 1 1 11 1 " 


’mm 


“The LME does not cre a te 
volatility, it reflects what hap- 
pens in the reel world,” says 
Mr Abbott. 

“The automotive industry 
should use the LME as a 
hedge. The reason toe LME 
exists is to protrot the user of 
metals against volatility 
through a hedging pro- 
gramme.” 

He behoves *h»t of toe 

LME have too food memories 
of the old days of producer pri* 

ping Tn thnm rtny n tKo alnmin- 

inm industry was integrated, 
with producers in control from 
the bauxite stage to the semi- 
fabrication stage before the 
mwfaii nmw rm to toe market. 

“Aluminium is no an 

industrial metaL It’s a com- 
modity metal," says Mr Abbott 

Just as copper goes into the 
international trading system as 
soon as it reaches the concen- 
trates stage, so there is now a 
vast amount of afawfainiw 
being produced around the 
worid which can only be sold 
on to the worid market as a 
commodity sale. 

Although there are no 
nhang na planned far the COD- 
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tract itself, the L ME is plan- 
ning to make a hugs attack on 
the US market next year, part 
of winch involves setting up 
warehouses which can hold 
IMS aluminium on warrant. 

The LME hue held back from 
actively seeking business in 
the US in the past couple of 
years because or problems with 
the Commodity and Futur es 
Trading Commission (CFTC), 
mainly over the of 

client accounts. These have 
now been solved to the satis- 
faction to both sides. 

“We can now market our- 
selves vigorously in the US and 
say to them ’Your regulatory 
authority has given us its 
stamp af approval,”* says Mr 
Abbott; who is planning semi- 


nars, a roadshow and increased 
advertising. 

“The US is a vast industrial 
nation and there are people out 
there who have never beard of 
toe LME. It’s a huge p o t e nti a l 
market, but our task will also 
be huge.” 

The first step will be the 
opening of the long-awaited US 
warehouses. The IMS board 
has appr ov ed locations in Bal- 
timore, Chicago/Toledo and 
Bridgeport/Newhaven. 

The LME expanded its ware- 
houses in Japan to six last 
year, but they have not been 
used as much as some observ- 
ers expected. However, the 
exchange is not unhappy. 

“Warehouses are a location 
of hurt: resort,” says Mr Abbott 


“You cannot measure success 
by the amount of metal in 
them. They should provide an 
accurate measure of the total 
amnnwt of surplus nmtai avail- 
able.” 

to toe Old days, a shortage of 
metal in LME warehouses in 
Rotterdam could push the 
world price of aluminium 
hi gher . 

But the spread of ware- 
houses to Japan. Singapore 
and shortly to the US means 
that any unwanted metal in 
centres of high consumption 
can be easily delivered against 
the LME contract, and just as 
easily retrieved, without any 

transport delays. 

“Now we are less parochial, 
the LME price becomes more 
of a world price,” says Mr 
Abbott 

Twice a week stock report- 
ing, introduced in April, has 
also helped to smooth price 
fluctuations, the LME believes. 
Stocks in LME warehouses are 
now announced on Tuesdays 
and Thursdays, instead of only 
on Mondays. 

“We are pleased with the 
effect,” says Mr Abbott “The 
market is no longer agog on 
Monday to see what the stocks 
were the previous week." 

But the exchange will not be 
moving to daily reporting of 
stocks; it trades around the 
clock, and would have to cre- 
ate an artificial cut-off time to 


give stock figures every day. 

While the aluminium con- 
tract is set to continue 
unchanged in terms fif specifi- 
cation, rt will join the changes 
the LME is planning for all six 
base metals contacts. 

The exchange is planning to 
extend both the aluminium 

The London Metal 
Exchange Is to 
explore the potential 
for a contract In 
secondary aluminium 
Ingots 


and the copper contracts to 39 
months forward instead of the 
present 15 months forward, 
(the other four will be 
extended to 27 months for- 
ward). 

to addition. Cleared contracts 
are likely to he denominated in 
Deutsch Marks and Japanese 
yen as well as to the currently 
used dollar and sterling. 

However, the dollar and ster- 
ling will continue to be the 
currencies quoted to the ring. 

Announcing the changes last 
month, Mr David King, chief 
executive of the LME. said the 
exchange was responding to 
“the ever-changing commercial 
and regulatory environment” 
in which it operates. 






+‘i y*r~ -z- 






We use the cleanest energy in the 

WORLD TO PRODUCE OUR ALUMINIUM 



It started with a spark in 1905. 
Hydro's experience with the 
production and marketing of 
energy began with the 
harnessing of the raw power of Norwegian 
waterfalls, putting us on the road to 
becoming the world's biggest fertilizer 
producer. 

Later, the same clean hydro- 
electric energy was turned to the 
production of aluminium, making Hydro 
the European leader for that light metal. 


Our North Sea oil exploration 
opened up the prospects of another 
vast resource, the cleanest of the fossil 
fuels, natural gas. Our plans are ready 
for high-efficiency combined-cycle gas 
power stations which will provide 
additional energy for our future growth. 

Energy is the lifeblood of an 
industrial society. Without it raw 
materials could not be worked into the 
goods we take for granted today. 

By the year 2020, global energy 


demand could be as much as fifty 
percent greater than in 1985. Expertise 
such as ours in harnessing, transforming 
and applying energy efficiently and 
with consideration for the environment 
wili be vital in tomorrow's world. 


((( HYDRO 
fernf ALUMINIUM 


Hydro is an industrial group based on the processing of natural resources to meet needs for food, energy and materials. 
For further information, please contact Norsk Hydro. P.O.Box 2594 Solli. N-0203 Oslo 2, Norway. Tel. (+47 2) 43 27 00. 
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Profile: Alcoa’s Paul O’Neill 


Heavyweight with global punch 


THE aluminium industry's 
most influential manager is 
also its most controversial 

Mr Paul O’Neill, chairman 
and. chief executive of Alcoa, 
the world's biggest aluminium 
group, astounded the industry 
last November when he over- 
ruled the advice of most of his 
senior executives and refused 
to lower Alcoa's US can sheet 
prices at a time when the cost 
of primary metal was falling 
fast and Ids rivals were adjust- 
ing their can sheet prices 
accordingly. 

He appalled the industry in 
October when he insisted that 
Alcoa report its production and 
stock statistics to the Interna- 
tional Primary Aluminium 
Institute only quarterly instead 
of monthly. The rest of the 
industry’s arguments, that the 
IPA1 figures were an invalu- 
able guide to the industry’s 
health, failed to sway him. 

However, he met with con- 
siderable approval when, unin- 
vited and previously unan- 
nounced, he hi-jacked a Press 
conference called by the 
National Wildlife Federation 
and angrily accused that 
organisation of “malicious, 
deliberate misrepresentation’ 1 
of Alcoa's record. 

He told me later Tm inter- 
ested in environmental matters 
- including not wanting to be 
an immobile p unching hag.” 

Some suggest that Mr 
O’Neill’s behaviour stems from 
the fact that he is a relative 
newcomer to the industry. He 
took the helm at Alcoa as 
recently as April 1987- 

At first sight, Mr O’Neill 
spams the epitome of the quiet, 
“buttonedup" US manager. 
But the steel is dearly recog- 
nisable beneath the velvet as 
he says; “Tins industry is made 
up of intelligent people and 1 
don’t do anything deliberately 
offensive to them, fiat I won’t 
be a member of the club for the 
sake of harmony. That’s not 
my style.” 

He says that the decision to 
hold can sheet prices, which 
his rivals estimate cost Alcoa 
about $200m in lost revenue 
and several percentage points 
in market share, was taken 
with the longer term view of 
achieving more-stable prices. 


This industry creates its own 
mediocrity by signing up for 
the idea that everything it pro- 
duces is the same. Effectively 
the industry has created the 
notion that all products from 
all the manufacturers are the 
same. 

“Yet users will tell you there 
are differences - there Is bet- 
ter or worse of everything, 
even if it is just In delivery 
responsiveness. 

“With can sheet you can see 
the productivity of a can (mak- 
ing) plant change as it changes 
the coils it gets. And if Alcoa’s 
coil can improve productivity 
by 20 per cent, is it unfair to 
ask more for it?” 

Mr O’Neill's main rival in 
the US, Mr Bill Bourke, chair- 
man of Reynolds Metals, has 
little sympathy. 

“The big beer companies 


over the world. What do we get 
out of it in return?” 

There was another reason 
for the decision to report 
Alcoa’s statistics only quar- 
terly. Mr O’Neill is convinced 
that primary aluminium prices 
are more stable without the 
“monthly stimulus” of the IPAI 
report on the industiy’s stocks. 
He dismisses the industry's 
suggestion that monthly statis- 
tics are vital “Anyone who 
makes a strategic move on the 

basis of one month’s figures is 
crazy.” 

Mr O'Neill adds: “It is not 
apparent to me that past prac- 
tices have served Alcoa well In 
the 1980s there was a common 
notion that this was a lousy 
industry and one to be avoided. 
1 don’t believe that.. I won’t 
stick to practices with no logic. 
We would cot have wanted to 


Paul O’Neill’s strategy sounds simple — 

“ Alcoa Is to be the best aluminium company 
In the world and in a leadership position in 
everything else we do.” 


make their own cans and are 
right up to speed on technol- 
ogy - they squeeze the hell 
out of the can maker who then 
puts pressure on the can stock 
producer," he says. “No guy 
out there can hang on being 
uncompetitive. If you don’t 

meet the competition you are 

in trouble.” 

Mr Bourke suggests that, in 
any case, Alcoa ultimately 
caved in and subsequently 
undercut its competitors in an 
attempt to win back market 
share. 

On the question of the IPIA 
statistics, Mr O’Neill says: 
“You would have thought I 
had declared the third world 
war from the way the industry 
reacted.” 

He says he is questioning 
everything Alcoa has been 
doing as a matter of routine — 
“including why we had to fill 
out ail these reports to all 
kinds of bodies, from the fed- 
eral Government down. 

“It all takes up people’s time, 
perhaps only IS minutes, but 
that 15 minutes e«eh for ten 
differ ent people in plants all 


make chang es if the company 
had done wonderfully well in 
the past” 

In fad some of the Alcoa 
directors were so concerned 
about the direction the group 
was talcing in the mid-1980s 
that they ousted Mr O'Neill’s 
predecessor and lured him 
away from the presidency of 

International Paper. 

After taking over the staid, 
century-old Alcoa, Mr O’Neill 
scrapped most of its expan- 
sions into new, high-tech busi- 
nesses. 

“Without great success in 
the ginmmfant business, there 
is no future for Alcoa,” he says 
baldly. His strategy sounds 
simple. “Alcoa is to be the best 

alniwininm company In the 

world and in a leadership posi- 
tion in everything else we do." 

He can thank his predeces- 
sor, Mr Charles Parry, for the 
fact that Alcoa's aluminium 
operations have been slimmed 
and modernised since 1985. In 
that year it put aside $256m to 
cover the cost of taking out 
350,000 tonnes of primary alu- 
minium smalting and related 


capacity. That represented a 25 
per cent reduction. 

There was also an 18 per 
cent reduction in salaried staff 
and Alcoa won more flexible 
practices from its hourly-paid 
people. 

Since his arrival Mr O’Neill 
has written off $23 lm of assets 
and costs, retired nearly 5300m 
of high-cost debt and sold oil 
and gas assets for $47m. 

He says Alcoa must make a 
15 per cent return on equity 
over the demand cycle. “Other- 
wise it means we are going out 
of business." 

Mr O’Neill suggests Alcoa is 
not given enough credit for the 
daring steps - for a US com- 
pany - it took when it went 
into Australia and Brazil for 
some of its primary aluminium 
production. Now he wants to 
build up the group’s operations 
in Europe and tire Far East, 
where growth in demand for 
aluminium is much higher 
than in the US. 

As part of this objective, 
Alcoa last month agreed to 
form a joint venture with Kobe 
Steel of Japan to produce can 
sheet in Japan and to collabo- 
rate on developing aluminium 
products for the automotive 
industry. 

There is another reason for 
being more global - “success- 
ful companies in the future 
will be those winch are world- 
wide in their thinking. They 
will apply the best ideas avail- 
able in the world." Responding 
to the frequently-asked ques- 
tion about how long he will 
stay on, Mr O’Neill still only 
54, says; “There’s no denying 
that I'm interested in what is 
going on In society in the 
broader sense,” He is chairman 
of two of President Bush’s com- 
mittees (education and social 
security), but “that does not 
mean I*in not interested in 
Alcoa.” 

He points out that he was a 
government official for 15 
years and with International 
Paper for 10 — “that shows I'm 
not hopping from job to job. f 
hope I will be here (with Alcoa) 
11 years from now. Tm having 
a good time and I think I’m 
making a contribution." 

Kennetti Gooding 


THE FIVE-YEAR Dm2.8bn 
(USSLSbn) investment pro- 
gramme recently announced 
by VAW (Vereinigte Alumini- 
um-Werke), of Germany, 
reflects the group’s philosophy 
and main strategic direction. 
“Our strategic orientation is to 
higher value products,” says 
Mr Joe ben Schirner, the com- 
pany's president. 

He also points out that, 
while there seems to be no rea- 
son for Europe to dose any 
more of its primary aluminium 
smelters, “any new capacity 
required by the European com- 
panies will be placed elsewhere 
in the world.” 

As part of its swing towards 
the higher-value part of the 
business, VAW is to invest in a 
DMSOOm expansion project 'at 
Aluminium Norf. Sharing with 
its 50-50 partner, Alcan of the 
US. VAW will boost Norfs 
capacity from 650,000 tonnes a 
year to about L4m tonnes. 

VAW will spend another 
DM280m to expand the associ- 
ated. wholly-owned rolling 
plant at Grevenbroich. 

Norf makes foil and strip for 
the packaging and printing 
industry. Mr Schirner says that 
demand for Norfs products is 
outrunning its ability to supply 
in spite of all the technical 
changes and productivity 
improvements implemented in 
the past few years. 

VAW also needs more pri- 
mary aluminium production 
capacity but will obtain this 
with the development of the 
C$l.4bn Alouette smelter at 
Sept lies in Quebec, Canada. 
VAW has a 20 per cent stake in 
this consortium venture and 
will manage the project, des- 
tined to produce an annual 
220,000 tonnes, starting in 
June. 1992. A second phase 
could add another 216,000 
tonnes. 

In contrast. VAW in the past 
year in Germany has sold its 
old Neum mister smeller to its 

manggaman t anil closed down 

its Lunen smelter. Yet only a 
few years ago this would have 

been nnthtnkahto 

Mr Schirner recalls that in 
the 1970s, VAW, then part of a 
state-owned group, started to 
build new smelting capacity in 
Germany to supply its domes- 
tic market 

This decision was based on 
the expectation that there 
would be a future plentiful 
supply of nuclear power. But 
when that smelting capacity 
came on stream the world had 



AtamMum Is tiw material 
innovation is made of. VAW, 
a part of the VIAG Group, de- 
monstrates this. 

VAW is the largest aluminium 
company in Germany, with 
17,000 employees and annual 
turnover of DM 5fi billion. In 
recycling, as well VAW is the 
market leader. For us, recycling 


means securing our raw mate- 
rial base. For 25 years now, 
VfiWs Light Metal Research 
Institute has been a productive 
centre of innovation, where 
ideas and concepts for the fu- 
ture of aluminium are develo- 
ped in direct cooperation with 
experts from science, politics 
and business. In the course of 


these developments we always 
consider the ecological impli- 
cations. 

For further information, 
please contact 
VAW Communications 
Department, Vereinigte 
Aluminium-Werke AG, 

RO. Box 2466. 5300 Bonn 1, 
West Germany 



aluminium 



the flexible packaging 
operations; “You don’t need a 
company of huge dimensions 
but you need to oe dose to the 
customers in all markets 
because of the complexities 
involved - printing in eteht 
colours for example. We also 
have some big customers who 
want the same products in, all 
markets.” . ■ 

Flexible packaging does cre- 
ate a recycling probtem, how- 
ever. While it is easy enough to 
separate the various elements, 
it boot yet dear what can be 
done to recycle the plastic eco- 
nomically. 

The company is building, a 
pilot plant at its research cen- 
tre in Bonn, at a cost of 
between DMfim and DMllm, to' 
tackle this particular chat. 


Jocfien Schirner, chairman of tha European Aluminium 
Association and pr eside nt of VAW - “times have been good,” 
ho says. VAW Is to Invest In ■ DMSOOm expansion project at 
AhimMimi Norf, which already has the world's biggest shunto- 
tom rolling plant at N e uss . 

Profile: Vereinigte 
Aluminium-Werke 

German giant 
chases higher 
grade products 


changed. Aluminium had 
become a global industry, 
there were free exchange rates 
and, in Mr Schimer’s wards: 
“the future for nuclear energy 
was cloudy." 

VAW changed its tack - 
“we saw that primary alumin- 
ium capacity would move to 
those areas with cheap power. 
We saw our job, as a group 
dose to our customers, was to 
provide semi-fabricated prod- 
ucts. 

“We also saw that Europe is 
a highly developed market and 
that we should not go in for 
standard semi-fabricated 
ucts, bat the more sop! 
cated types.” 

So VAW*s investment In the 
1980s was mainly in rolled 
products and specialised extru- 
sions (such as the huge extru- 
sions it produces for rail cars). 

Although the 1970s were dif- 
ficult for the company because 
of the oil crises and an overval- 
ued German currency, from 
1983, when it merged its pri- 
mary and fabricating compa- 
nies, “times have been good,” 
says Mr Schirner. 

Since 1983 VAW has been 
able to restructure its balance 


Alouette consortium. 

VAW also moved Gar down- 
stream into packaging but 
into the niche for flexible pack- 
aging where, after recent 
pqqinufflnns in Italy and Spain, 
it has joined the market lead- 
os. 

Flexible packaging, which 
incorporates paper, plastic and 
aluminium, is used for long-life 
mflk (DHT) products and high 
quality d rinks such as fruit 
juices which need protection 
against the light to preserve 
the vitamin content. 

VAW last month pulled 
together the six flexible pack- 
aging companies it now owns 
in five countries into one, new 
division. Mr toimw says of 


VAW consumes about three: 
quarters of its own annual pri- 
mary aluminium output — 
444,100 tonnes, in 1989 - and 
Mr Schirner insists that the 
group will remain a supplier of 
primary metal to the market. 
With that in mind, the com- 
pany Is also building up its 
scrap and recycling activities „■ 
because much more of its raw 
material will come from these 
sources — “we want to take 
the cream of the scrap andpro- 
duce metal to equal the host ef 
our primary," he says. (VAW 
accounts for about 25 per cent 
of the world’s supply of very 
high-purity aluminium). 

VAW, which last year , 
reported a net income of 
DM80m on a turnover of 
DMSfibn, is part of Viag, the 
large German holding com- 
pany which also has energy 
and chemical interests. 

Viag was privatised in 1988 . 
when the West German Fed- 
eral Government sold its- 
remaining 89 per cent to the 
public. 

Last December Viag contrib- 
uted another DM213m by tak- 
ing up new VAW capital This 
year VAWs capital expendi- 
ture will double from the 
DM2l4m chalked up in 1989. 

Mr Schirner says VAW will 
pay for the DM2.8bn invest- 
ment programme from the 
cash it is generating and it can 
afford to build .up its debt 
again, perhaps to DMSOOm. 

He says demand from the. 
various operations for money 
for good, viable projects is so 
great that the board might well . 
increase the investment pro- 
gramme when it meets at the 
end of this year. 

Kenneth Gooding 


sheet so that it is now virtually 
debt free and all its assets are 
folly depreciated. 

It quit “difficult" businesses 
by closing the old smelters and 
two alumina refineries or by 
changing the products and 
started to build np a primary 
capacity base outside Germany 
by taking a 1 JL5 pm- cent share- 
m<Hng in Tomago smelter 
in Australia before joining the 
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• Politics: Social 
Democrats fight to regain 
the lead. Page 2 

sgcnoNm 

Joining the European 
Community in 1986 
transformed Portugal 
almost as much as 

. the 1974 revolution. 

However^ much needs to be done, 
and as- Patrick Blum reports, it may 
take another 10 or 15 years to 
bridge the gap with the country’s 
more affluent neighbours 
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AFTER FIVE years of rapid 
economic advances and devel- 
opment, Portugal is facing a 
more uncertain future. The 
euphoria -' that followed the 
country’s accession to the 
European- Community in Janu- 
ary 1986 has given way to a 
more’ cautious and wary 
appraisal of the tasks ahead as 
integration pressures mount. 

Joining the EC has trans- 
formed Portugal almost as rad- 
icaffyas the revolution of 1974 
that ended 50 years of dictator- 
ship and Isolation. Membership 
has brought evident material 
benefits and helped the coun- 
try to modernise at a fast pace. 
Much stfll needs to he nnwp T 
however, and it may well take 
another 10 or 15 years for Por- 
tugal to bridge the gap with Its 
more fluent -neighbours. But 
for ahnosf five years, the Por- 
tuguese' economy has been 
gnnriiigfiistar than most of ita 
Eo^opeai} ' partners, with 
amrafeT fenwrth rates above 4 
per cent and topping 5.4 per 
cent 'last year. 

EC membership has encour- 
aged foreign inv es tm ent which 
bas-pbured into the country at 
an Unprecedented rate, dou- 
bling every year and forecast 
to reach close to $5bn this . 
year. It has brought also a 


massive injection of funds from 
social, structural and regional 
aid programmes to. help mod- 
ernise infrastructures and com- 
munications, industry and 
agriculture, education and 
training. 

- New industries and services 
have created new jobs, contri- 
buting to bringing down the 
official, unemployment rate to 
around 4l5 per cent The scar- 
city of labour in some sectors 
Is poshing wages up, though- 
they would 'have - edged 
upwards anyway as the popu- 
lation strives for standards of 
living closer to European aver- 
ages. A consum ption boom has 
taken hold and is proving resis- 
tant to government attempts to 
dampen it. 

The role of the state is grad- 
ually being reduced through 
privatisations, the financial 
sector has been liberalised 
(though critics say too tim- 
idly), markets are opening up, 
the tax system has been 
reformed and rigidities in the 
housing sector are being gently 
eased. 

Social disparities are less 
obvious, thanicn to the growth 
of a. new middla plana, though 
-not everyone has benefited 
equally from Portugal's new- 
found prosperity. Pockets of 




Lisbon old and new: the modern cfcyfine overlooks traditional style roof t op* 


poverty stffl blight parts of tbs 
major mHoa , and life in some 
rural areas is more typical of 
that in a developing country 
than of western Europe. The 
education system is in a state 
of permanent crisis, unable to 
cope with rising demand for 
places in schools, colleges and 
nnt v g r aW aB. The health «« tern 
is split between a fast growing 
and expensive private sector, 
and an overworked, under- 
staffed and underpaid state 
sector. 

With same exceptions, public 
services are poor and ineffi- 
cient, and safety standards are 
low by west European stan- 
dards. The low unemployment 
figure hiring underemployment 
and an increase in precarious 
part-time work. 

It will take time and political 
commitment to overcame these 
enduring social problems, but 
the balance of almost five 
years of Community member- 
- ship has been a positive one for 
Portugal, in so far as it has 
provided some of the resources 
that are required and an incen- 


tive to tackle these problems. 

The marriage has worked, 
but the circumstances were 
propitious. The EC bride came 
with a large dowry and a foun- 
tain of goodwill. Portugal was 
given extra time before having 
to live up to all the responsibil- 
ities of its chronically 

inefficient agriculture, which 
employs about IB per cent of 
the workforce yet contributes 
only 7 per cent of GDP, and its 
old traditional industries 
hide a little longer behind a 
curtain of protected markets 
and subsidies. 

But all this is about to 
change. EC moves to create a 
Europe- wide open internal 
market and towards economic 
and monetary union are speed- 
ing up the need for adjustment. 
Agriculture and traditional 
industries such as shoes and 
textiles - Portugal’s largest 
industry, responsible for about 
SO per Cent Of export earning s 
- are having to brace them- 
selves for much fiercer compe- 
tition. Some farmers and small 
companies wiU be forced out of 


business - some already are. 
In the textile industry alone, 
up to 30 per cent of the work- 
force may have to go. The 
forthcoming restructuring will 
be painful, 

Mr Anibal Cavaco Silva, the 
social democratic Prime Minis- 
ter. arimrtat that it will not be 
easy, not least because the 
habit of protection has not 
been fully shaken off. He says 
bureaucracy and vested inter- 
ests hamper the government’s 
efforts at reform. Many indus- 
trialists, while claiming sup- 
port for free competition and 
private enterprise, still hanker 
for state intervention to safe- 
guard their domestic markets, 
though they are happy to bene- 
fit from whatever subsidies 
Brussels makes available. 

"There are additional shocks 
for Portugal. Accession [to the 
EC] was the first shock, but 
others soon followed with the 
reform of agricultural policy 
and the internal market. Now 
eastern Europe is- competing 
for trade and investment The 
balance [of EC membership] 


AoMajr Amtiwood 

has been very positive, but 
there are zeal difficulties ahead 
of us", Mr Cavaco Silva says. 

The threat from eastern 
Europe tends to' be overplayed. 
Portugal still has much*to offer 
to foreign Investors: from one 
of Europe's most pleasant loca- 
tions to free access to the 
whole of the EC market - a 
key consideration for major 
industrial investments from 
non-EC countries, fVMmwimiMU 
tions have improved; managers 
say workers are adaptable and 
can be trained quickly, and 
that productivity in new facto- 
ries is high by European stan- 
dards. Strikes that regularly 
paralyse parts of the public 
sector are practically non-exis- 
tent in the private sector, and 
manufacturing costs, including 
wages, are stiff among the low- 
est in the Co mmuni ty. AH 
these things favour Portugal. 

The problem is not with the 
new sectors, but with the old. 
Critics say that outside the 
financial system, the govern- 
ment has failed to nmtertalte 
the necessary restructuring. 


Inflation, at around 13 per 
cent, is causing the Govern- 
ment some headaches, but it is 
almost inevitable in view of 
the high level of economic 
activity and investment. Better 
off workers in steady jobs and 
good companies are saving less 
and spending more. Factories 
are installing new machinery 
and equipment 

Local production cannot 
meet the twin demand for con- 
sumer and capital goods, so 
imports have soared causing a 
deterioration in the current 
account balance. 

Mr Cavaco Silva does not 
like the present level of infla- 
tion, but if the choice has to be 
made between maintaining 
high growth or slashing infla- 
tion, he will opt for the former 
"We have to grow, there is no 
choice. We cannot afford to 
bring down growth to 2 per 
cent for the sake [of fighting] 
inflation.*’ 

However, many suspect that 
with a general election loom- 
ing, there will be a growing 
temptation to impose tempo- 
rary price controls. In the 
meantime, greater efforts will 
be made to contain the budget 
deficit, though expenditure to 
co-finance EC programmes will 
be kept at a high level. 

Mr Cavaco Silva hopes and 
believes the Community will 
understand Portugal's predica- 
ment: “We are doing all we 
can, but we expect the neces- 
sary solidarity from the other 
member states.** 

It is all a matter of timing 
and of time, but that is some- 
thing that Mr Cavaco Silva 
may not have. General elec- 
tions are likely in the first half 
of next year, and they could 
rob Mr Cavaco Silva of his 
absolute majority. The socialist 
opposition's programme would 
not substantially change the 
fundamental elements of eco- 
nomic policy, though more 
money would be spent on 

“care" — health , hnnafng; anri 

education. All the same, the 
prospect of elections adds an 
element of political uncer- 
tainty at a tim« of mounting 
economic pressures, both 
domestically and internation- 
ally. 

The next phase of Portugal's 
transition towards greater 
European integration is likely 
to be more difficult than thp 
first 


■PoWck presidential and 
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a Rjrtuguese Bank that didn’t 

i , even exist 5 years ago 

Ir^rodudrig Banco Comertial Fbrtugufis, the leading bank in Ibrtug^ 



VJ V Portugese pankmg has a rich history. 
f 1499 daring iberUgn of King Manml I 

* f&his gold coin, 'TAe; Portuguese'’, was accepted. 
\ over, this known trading world. Later m 

l 6th century ^Princes in Northern Europe 
considered the coin so beautiful, they minted 
. imitations as prized Court gifts. 


Today, BCP is Portugal’s 
feting growing full-service financial 
group. While our growth has been 
dramatic, it was no accident: as 
with everything we do, it was very 
well planned 

In five years BCP has built 
a reputation for offering the best in 
a wide range Of banking, insurance 
and other financial services. 
Mention in Portugal that you bank 
with us- and everyone will know 
that you expect the best 


There are many reasons 
for our success: our innovative 

thinking, aggressive style, thorough 
understanding of local markets, 
responsive management and, 
above all, our ruthless dedication 
to impeccable client service. 

Whether you’re interested 
in trade and investment financing, 
new business ventures, transfer of 
funds or securities trading, we’re 
ready to help you do business 
profitably in Portugal. 


Our approach to banking 
is unmatched in Portugal. It’s also 
the reason that if you’re looking 
far a banking partner that knows 
Portugal and understands the 
world, BCP should be your first 
choice. 


To find out more about 
BCP contact our Int ernational and 
Treasury Divism at Rua Ai^nsia 4i 
1100 Lisbon, Tel: 351 - 1 -37 35 22, 
Fax: 351-1-324015 




Banco Comercial Portugues 

More than just a Bank 


ftf 


IntenwtionajttGd Treasury Division; R. Augusta, 34-41, 1100 Lisboa, TeL: (01) 37 35 22, Fax: (01) 32 40 15, Telex: 42275 Offshore Branch: Rua do Afjube 17, 4.°, 9000 Funchal, TeL: (091) 44166, Fax: (091) 25579, Telex: 72626 
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Area ..... 

Population 

Head of Stale ... 

Currency 

Average each rate 

ECONOMY 


.. — 92,389 sq km 

... 10.47 m 

.President Mario Soares 
100 centavos » 1 escudo 
............. 157.5 Escudos/$ 





Total GNP (US bn$) — 41.7 45.3 

Real GOP growth 3.9% 4.8 

GDP per capita (US 3) 4,289 rui. 

Current account balance (US 

$ni) -885.3 -529.7 

Trade balance (US $m) -5,314 -5,185 

Exports (US Sm) 10,474 12,352 

Imports (US Sm) 15,788 18,717 

Trade dependency* 63.0% 68.6% 

Debt as shore of GDP 40.1 rue. 

Budget defied ae % of GDP -7.2 -7.1“ 

Total reserves minus gold (US 

Sm) 5.127 9,952 

Inflation. 9.7% 12.8% 

Unemplo y ment.. ... ... 5.6% 5.0% 

Increase In average earnings.... 11.3% 14.9% 

Discount rate 13.7% 14.3% 

Government bond yield 13.9% 14.7% 

* Exports plus Imports as % of GNP. “ official forecast 

Source: IMF. OECD* E!U. 


Prime Minister Anibal Cavaco Silva (left) and socialist leader Jorge 


As presidential and parliamentary elections loom, Patrick Blum analyses the political scene 

Social Democrats fight to regain the lead 


IN 1985, when Mr Anibal 
Cavaco Silva became prime 
minis ter for the first tim e to 
head a minority wmm B-nt, 
he could not have foreseen that 
he would remain in power 
until 199L Until then, govern- 
ments had followed one 
another in rapid succession, 
falling prey to censure motions 
and to factional infighting 
within and between the vari- 
ous political parties. Unstable 
governments were the rule 
rather than the exception. 

Today, Mr Cavaco Silva 
admits that he did not relish 
heading a minority govern- 
ment and the accompanying 
constraints an his freedom of 
action. The dissolution of par- 
liament in 1987, after a govern- 
ment defeat in a censure 
TrwiHfm, gave him the chance to 
fight for and, more surpris- 
ingly, win an absolute majority 
- the first since the 1974 revo- 
lution. 

That victory gave Mr Cavaco 
Silva’s social democratic 


si udmjub oppor- 
tunity to cany cut an ambi* 
tlous programme of reforms to 
modernise the economy and 
institutions. 

Many of these reforms have 
been implemented or begun. 
The weight of the public sector 
is dintimshing through a pro- 
gramme of privatisation, the 
finamrini system ha« been lib- 
eralised, labour laws made 
more flexible, and the tax sys- 


Silva’s victory, but disenchant- 
ment soon followed, both with 
the prime minister’s style of 
government and his policies. 
Critics accused the govern- 
ment of being high-handed and 
dismissive of dialogue, and 
argued that its free market pol- 
icies were exacerbating social 
inequalities. Others com- 
plained reforms were too timid 
and too slow. 

Mr Eduardo Ferro Rodrigues, 


Critics accused the government of being 
high-handed and dismissive of dialogue, 
and argued that Its free market policies 
were exacerbating social Inequalities 


t«m overhauled and simplified. 
Attempts at reform of educa- 
tion and of the health system 
have been less than successful, 
however. 

Expectations may have been 
too high fallowing Mr Cavaco 


a Socialist Party spokesman on 
economic matters, says the 
government has missed the 
chance to make real structural 
changes and that as a result, 
Portugal is as vulnerable to 
negative developments in the 


world economy as it was five 
or eight years ago. 

Mr Cavaco Sflva says these 
criticisms are unfounded and 
that he will stand by his 
record, but the government’s 
gtomti-ng 1 suffered. 

The ruling centre-right 
Social Democratic Party (PSD) 
has been fighting to regain its 
lead among the electorate after 
a bruising defeat at the hands 
of the Socialist Party in local 
elections last December. In 
those elections, the socialists 
won Lisbon, the capital, and 
Oporto, the second largest city 
and main business centre in 
the north, as wen as several 
other cities and municipalities. 

The government’s standing 
has improved Since then , but 
timi» is running short Presi- 
dential elections will take 
place in January, and parlia- 
mentary elections wfil follow 
shortly after, probably before 
the s ummer . 

At Mr Cavaco Silva’s insis- 
tence, the PSD will not be ran- 


Boosting your ships’ 

LIFE CYCLE PROFIT 

that is our business idea 



We do it by focusing 
^ 1 on your major 
“ ‘ planned repairs. 


- We offer not only the 
largest drydocking 
facility in the Atlantic 
on the worlds busiest 
sealane — and 
unmatched resources 
for hull treatment and 
repairs, but also all the 
specialists needed and 
more than 50 years of 
shiprepair experience. 

100% AVAILABILITY 


Planned and unplanned 
unavailability (loss of profit) 


LIFE CYCLE PROFIT 


Maintenance, repair, 
operating and capital costs. 


LIFETIME 


S3LISNAVE 


ESTAIEIROS NAVAIS DE LISBOA, S.A. 

SOUTH YARD - MARGUE1RA 

P.O. BOX 2138 - 1103 USBOA CODEX - PORTUGAL FAX 276 4670. TELEX 18172 - 12649 - 16370 LSNAV P. TELFSj 2750811. 


w ir ie r fts own canriidnto u gaftm* 

Mr Mario Soares, the socialist 
president, who is standing for 
a second term. Mr Soares is 
highly popular and is expected 
to win easily against any oppo- 
nent PSD leaders say that rela- 
tions with the president are 
good, making it unnecessary 
for the party to challenge him, 
though most commentators 
believe the dedsfon was made 
to avoid the risk of a damaging 


BSD should Mr Soares decide 
to politicise his campaign. 
Socialist officials say they wfll 
run a full campaign in support 
of Mr Soares on the basis of 
the party’s programme. The 
intention clearly is to turn the 
campaign into a vote of no con- 
fidence in the government. 

The most recent polls show 
the two main parties to be 
seek and neck, with a little 
over 35 per cent of voting 


Mr Cavaco Silva has proved more wily 
than some of his supporters or critics 
expected, and remains untainted by 
party squabbles or scandal 


defeat in advance of the parfia- 
mentary elections. 

The decision devalues the 
presidential contest, leaving 
Mr Scares with only minor 
opponents from the fringe par- 
ties. It also carries risks for the 


intentions each. The PSD will 
need to considerably improve 
its standing if it is to win 
another overall majority. 

Mr Cavaco Silva believes he 
will succeed, but Mr Jorge 
Sampaio, the socialist leader. 


LISBON 


CE BUILDING DEVELOPMEN 
FOR SALE 


Prime location on A v. Duqne 17 Avila. 

Total office area 2 j 675 sqm. 64 Barking spaces. 
Delivery: September 1991. 

Prime comer site in baseness district 

Total office apace 5 .000 sqm. 85 Parking spaces. 
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will fight hard to deny him any 
majority. Whether the social- 
ists can hope to win autrigit is 
debatable, t ho ugh Mr Sampaio 
has not abandoned that goal, 
and it win be a tough fight 

Sinwi the beginning of the 

year, Mr Cavaco Silva has 
worked hard to dispel bis gov- 
ernment's negative image. In 
recent months ha has travelled 
across Portugal, opening new 
roods and fectories, attending 
local festivities «wd meetings 
in an extensive 'meet toe peo- 
ple’ c a mpaign- QfRriala say the 
policy is navine ofL and that 
the prime minister has found 
widespread support, including 
from unexpected sources such 
as local communist nffMafa in 
the Alentqjo. 

He has proved a more wily 
poMtidan than, some ot itis sup- 


porters or critics expected, and 
so for, he has . remained 
untainted by party squabbles 
and scandals attached to prom- 
inent members of bis adminis- 
tration. 

He can also be ruthless, hi a 
surprise mul of year reshuffle, 
five ministers were replaced, 
including the ministers of 
flnawoB and health, two dose 
and loyal associates, whose 
public image had become con- 
troversial. Mr Cavaco Silva 
used the opport un ity to tighten 
central aver the cabinet and 
over major policy dedsiona. 

Time wifi tell whether an 6t 
this will be enough to win Mm 
next year's crucial election, 
but it has been a dever way of 
making people forget toe 
socialists success in last 
December’s local elections. 
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: In spite of five consecutive years of high growth, inflation remains a worry, writes Patrick Blum 

expanding economy is a victim of its own success 
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JUST AS Portugal's planners 
were preparing ioput the fftwy 
touches to the mam nrmnmiif 
options for 1991, the Golf crisis 

erupted. Out came the red ink, 

and a more thorough, reassess- 
ment became necessary. 
^Prompted Jby a spate of con- 
flicting and., at times, nig rrmHfr 
press reports predicting 20 per 
cent inflation ini 1991, Mr Mig- 
uel Beleza, the faimw! minis* 


Official hiflation 
targets have 
tended to be 
over-optimistic 


ter, presented his own mors 
cautious assessment. 

Under the worst circum- 
stance, lath an average oil 
price of $35 per. barrel next 
year, inflation would rise by an 
extra 1.25 percentage points 
and growth would Jail by. up to 
0-5 percentage points. With oft 
at an average price of $25 a 
barrel in 1991 - described by 
Mr Beleza as the most probable 
scenario - inflation would rise 
an additional 0 .25-05 percent- 
age points and growth be 
reduced by a madmnm 0.25 
points. H; would be “disagree- 
able, bnt not alarming”, he 
said. ^ . 

Nevertheless, every extra or 
minus point counts when it 
comes to fi ghting Inflation ahrt 
bringing-down the budget-defi- 
cit, two of the government’s 
main preoccupations. - 

Official' inflation . targets 
have tended to be over-optinus* 
tic. An originaltarget of 95 per 
cent to 105 per cent for this 
year has been • abandoned, 
though it was hoped rightup 
to the slimmer that price 
increases could be kept at 
betawJXpercent. - • 

Expectations are- now for an 
annual-inflation rate of around 
l^per cent, a fraction higher 
than inl989«' 

' -The government regards this 
as' unacceptably high, and 
wtintaf 46 reduce the inflation 
differential with Portugal’s 
European Comnranitypartners 
before the desired entry of the 
escudolnto the exchange' rate 
me chani sm of the European 
Monetary System. 

Portugal has shadowed Brit* 
ish hesitations about the ERM,; 
arguing that the escudo's ^mfry 
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Finance Minister Miguel Beleza; Impact of Guff crisis on Inflation will be "(SsagreeaMe, but not alarming” 


Asttoy Atftwood 


AiMey Aatmootf 

Jose Alberto Tavares Morelra, Governor, Bank of Portugal 


should not take place before 
inflation comes down towards 
European averages. 

However, Britain’s decision 
to enter earlier this month 
could put pressure on the gov- 
ernment to move sooner and 
under leu f av o ur able clrcnm- 

stances.- - 

Mr Jose Alberto Tavares 
Morelia, governor of the Cen- 
tral Bank, believes the govern- 
ment’s t a rge t of 10 per cent 
inflation next year is attain- 
able bnt with some difficulties. 
“It will not be easy, and the 
[international] conditions are 
very uncertain 1 *, he says. 

Developments in the Gulf 
will have an impact. Portugal 
imports around 83 per cent of 


its energy anil is highly depen- 
dent on oil, which represents 
over 65 per cent of total energy 
consumption. 

Mr F6rro Rodrigues, a lead- 


Britain’s decision 
to enter the ERM 
could put pressure 
on the government 


ing economic spokesman for 
the the opposition socialist 
party, says the government's 
targets are unrealistic. 

“How c an a country which 
depends so much on imported 


gr w r gy see its tnflfltiiiw faff?” 

Portugal's inflation problems 
are the product of its success 
in recent years, though a bal- 
looning public debt end resil- 
ient public sector deficit also 
play their part. 

The economy has been 
expanding fast, helped by EC 
membership since 1986 and 
through a massive modernisa- 
tion progr am me, backed by EC 
funds. 

Five consecutive years of 
high growth culminated in a 
European record growth rate 
of 5.4 per cent in 1989. This 
year, GDP growth is expected 
to be 4 per cent, to be followed 
by a forecast 35 per cent in 
1991, though some economists 


BALANCE OF PAYMENTS - SELECTED STATISTICS (Sm) 



1985 

. 1988 

1967 

1988 

.1989 

Currant account balance 

386 

1,150 

444 

-1,064 

-551 

Merchandise 

-1504 

-1,680 

-3.581 

-5.518 

-5.152 

imports 

7,177 

8.882 

12,849 

16,393 

17.934 

Exports 

5.073 

7.202 

9,288 

10,875 

12,782 


-361 

-85 

250 

137 

219 

Imports 

2,642 

2,867 

3.402 

3.883 

4.134 

Exports • 

24281 

2.782 

3,652 

4,030 

4.353 

Tourism . 

901 

1,203 

1,721 

1,809 

2,013 

Direct foreign Investment 

717 

155 

316 

639 

1,396 

Soumos Bonk of Portugal Annual report • 


believe the government will do 
well to achieve an ything above 
2 per cent. 

Despite the high cost of bor- 
rowing - the prime corporate 
rate for six months is at 
around 24 per cent — invest- 
ment remains strong. The rate 
of expansion of investment has 
slackened but is expected to be 
between 8 par cent and 10 par 
cent this year. 

Direct foreign Investment 
has boomed, having doubled 
every year in the past four 
years to reach a record 
Es353bn ($2.4bn) in 1968, and is 
expected to double again this 
year. Unemployment has fallen 
below 45 per cent, causing 
recruitment problems in some 
sectors. 

The effect of such a high 
level of activity has been to 
boost internal demand and 
consumption, and to sharply 
drive up imports, which rose to 
Es2559bn ($H2bn) in the first 
seven months of this year - 
up 22.6 per cent compared with 
the same period in 1989. 
Exports rose by a sturdy 24 per 
cent to Esl597bn ($8.6bn), but 
still trailed imports. 

The trade deficit worsened 
by 20 per cent to Es662bn 
($4.6bn) for the period, contri- 


buting to a further deteriora- 
tion in the external balance. 

The current account deficit 
rose in the first six months to 
just above $lbn, almost as 

Oil represents 
more than 65% of 
total energy 
consumption 


much as for the whole erf last 
year. The central bank expects 
the current account balance to 
dose at the end of the year 
with a deficit of up to $L3bn, 
compared with $600m in 1989. 
Mr Tavares Moreira says this 
will stiff represent less than 2 


per cent of GDP, a level that is 

managftflhlP- 

Private consumption, 
boosted by a high level of per- 
sonal savings, has resisted offi- 
cial attempts to curb it 

Despite credit controls and 
high interest rates, consumer 
demand has continued to grow 
rapidly. 

In the first six months of this 
year, imports of consumer 
goods registered a 40 per cent 
rise in escudo value compared 
to the same period in 1989. Car 
sales were 24 per cent up in 
August alone. 

The government is also hav- 
ing difficulties in reducing the 
budget deficit, which repre- 
sents about 7 per cent of GDP. 
Mr Beleza is trying to contain 
expenditure, but he could do 


MAIN ECONOMIC INDICATORS (% change) 


Internal demand 
Gross capital formation 
Gross Domestic Product 
Exports 
Imports 

Currant account balance (as % of GDP) 

Tuttun, ftpsan r Timor Utaiy to chugs in Budget 
Saam- UMmtry of Ptmnnhm 


little to alter the budget for 
1990 prepared by his predeces- 
sor and approved by parlia- 
ment before he took office m 
January. Some minor cuts 
were imposed on administra- 
tive expenditures, though 
much of the benefit was wiped 
out by increases in pensions. 
The need to co-finance projects 
backed by EC funds also 
reduces the scope for savings. 


Private 

consumption has 
resisted attempts 
to curb it 


On the revenue side, income 
from privatisations is helping 
to pay off some of the govern- 
ment debt, and tax collection 
has improved. The government 
does not plan to increase direct 
taxation, but a broadening of 
the value added tax net and 
higher indirect taxation are 
expected for 1991. Fuel prices 
have already been increased to 
take account of higher oil 
prices, and the government has 
indicated that it will pass on 
these rises to consumers. 

Industry has been running at 
a high level of capacity, though 
there were signs earlier this 
year that manufacturing was 
slowing down. The industrial 
production index fell from a 
rate of expansion of 8 per cent 
in April to 55 per cent in May, 
with the decline affecting 
mainly the paper, oil deriva- 
tives and coal industries and 
the production of investment 
goods. 

Company returns have been 
strong enough to sustain a 
high level of self-financing for 
modernisation and expansion. 
But businesses worry about 
the combination of rising inter- 
est rates and of energy and 
labour costs at a time when 
they must make major adjust- 
ments to remain competitive in 
the post-1992 European market, 
which absorbs almost 70 per 
cent of Portuguese exports. 
The strength of the escudo 
against the dollar also worries 
companies exporting or provid- 
ing services denominated in 
dollars. 

Despite the government’s 
relative optimism, business has 
become more cautious about 
prospects for next year. 
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A decision on a new Ford-Volkswagen joint venture is eagerly awaited, reports Tim Dickson 

Incentives and low costs lure investors 



Manufacturing Jackets, trousers and suits in the Maconde factory, near Oporto. Textiles and clothing account for about 30% of exports 


MMytahwoed 


DIRECT foreign In v estme n t in 
Portugal shows no signs of 
slowing down. 

A total of Es23l.2bn. was 
invested dozing the first six 
months of this year - almost 
120 per cent the level of the 
first half of 1989. 

The banting sector appears 
to have been particularly 
active, increasing its share of 
the half yearly figures from 
15.5 per cent to 3GLG per cent 
Investment in Industry has 
also been strong, accor din g to 
the Instituto do Co mercio 
Externo de Portugal (ICKP). 
notably la the indus- 

tries, in the manufacture of 
metallurgical products, in 
equipment goods and in trans- 
port materials. 

Brttain, S pain, fl wimmy ami 

France axe the main sources of 
foreign investment - with 
Brazil, the United States and 
Japan all prominent amrmg 
non-European Community 
countries. 

The question now is whether 
this promising trend win slow 
given the lure of eastern bloc 
countries and the dent to 
expectations winch win almost 
certainly be delivered by the 
Gulf crisis. 

Over the last 15 months, Por- 
tugal's advantages of low cost 
production, a peaceful indus- 
trial ftiimutft (there are remark- 
ably few strikes), good finan- 
cial Inopntiv BS anfl a p1«»»Tit 


PORTUGUESE companies have 
been slow to expand their 
activities abroad. With some 
notable exceptions, few compa- 
nies do much marketing out- 
side Portugal, and even fewer 
have established a physical 
presence in a foreign market 

The result is not just missed 
opportunities but a lack of rec- 
ognition for Portuguese prod- 
ucts outside Portugal. 

While exports have boomed 
and many local products are 
sold in London, Paris or Dus- 
seldorf, there are few Portu- 
guese brand names on display 
on the shelves because many 
of these products are “fin- 
ished" in the country of sale. 

This is especially true of tex- 
tiles and clothing, which 
account for about 30 per cent 
of exports. 

There are exceptions. Cen- 
onra, a successful company 
malrfrtg children’s clothes, uses 
its name — which means car- 


Patrick Blum finds a minor revolution in foreign sales 

Exporters target Spain 


rot — as an identifiable label 
In the mum way as Lacoste, 
the French casual wear manu- 
facturer, is recognised by its 
small crocodile. Started and 
ran by three enterprising 
women, the company has 
mrpa fitted last and won a repu- 
tation for good design. It is 
now about to open shops on a 
franchising basis in Spain and 
Ireland- 

Other companies are prepar- 
ing similar moves; Sonae, one 
of Portugal’s largest private 
groups, has opened a super- 
market in Brazil and is prepar- 
ing to move into Spain. But 
until now, few Portuguese 


companies have made the leap 
directly into foreign markets. 

All this may be about to 
change. The Portuguese For- 
eign Trade Institute (ICEP), 

More than 70 per 
cent of exports go 
to EC countries 


which until recently was 
mainly geared towards encour- 
aging foreign investment 
promoting Portugal’s image, 
has recently taken on the task 
of Helping domestic companies 


to sell their products and 
invest abroad. 

ICEFs new role represents a 
mino r revolution. ‘This is the 
first time that there is & spe- 
cific organisation to snpport 
Portuguese companies which 
want to go abroad”, says Mr 
Miguel Athayde Marques, 
ICEFs young new vice-presi- 
dent 

The move is timely. More 
than 70 per cent of Portuguese 
exports go to European Com- 
munity co untries and with the 
completion of the internal 
European market in 1992, com- 
petition is expected to rise 
shandy. Portuguese companies 
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will no longer be able simply to 
sit bade waiting for orders to 
arrive. 

“There has been a tendency 
for companies to let their prod- 
ucts be bought rather than to 
sell them". Mr Marques says. 
The approach was to sell “by 
container" without paying too 
much attention to what was 
really wanted In an individual 

marke t. 

“Now they realise they need 
to know what the consumer 
wants”, says Mr Marques. It 
means also paying more atten- 
tion to design and quality as 
well as sales and promotion. 

Companies wifi need a defi- 
nite export strategy to safe- 
guard their long-term ftiture, 
he says. “It is Important for the 
survival of many Portuguese 
companies because the domes- 
tic market is very small." 

ICEP helps companies by 
providing infor m a t ion on local 
markets, put together by its 
own staff from 43 offices in 41 
countries. It will also assist 

them to set up their own repre- 
sentative offices. Finance for 


i n v es t m ent and credit lines are 
provided by the Banco de Fam- 
mtn Exterior other basks. 

The authorities have focused 
their promotion efforts on 
Spain, the US Japan. The 
Spanish market, which is 
roughly four times larger than 
Portugal’s and within easy 
reach, is an obvious choice for 
ex pansi on. 

ICEP is sponsoring two trade 
shows and a Portuguese week 
in Madrid at the end of this 


Companies will 
need a definite 
export strategy 


month in which it will promote 
the best Portuguese consumer 
and industrial products with a 
em phasis an high technology, 
desig n and quality. This is sup- 
ported by an extensive adver- 
tising campaign.. 

To carry out its activities, 
including its promotion of Por- 
tugal as an.- Investment loca- 
tion for foreign companies, 
ICEP has a relatively small 
budget of Es5bn ($35m), but for 
foe image campaign in Stoain 

addiHnn *l gn wnm wnl Winds nf 

about Eslbn have been made 
available. “It is .foe first time 
we have done this in such a big 
way”, Mr Marques says. 


PROFILE: Sapec 

Setubal site 
for ambitious 
industrial park 


SAPEC, a Belgian owned 
company set up in 1926, has 
grown rich over foe years turn- 
ing Portuguese pyrites into 
phosphate fertilisers. 

Today, however, the now 
diversified ’agro-services and 
animal frec l* group is attract- 
ing interest because of another 
potential transformation: an 
ambitions plan to develop a 
centre lor high-tech and other 
industries on a 400 hectare site 
around the Atlantic port of 
SetubaL 

The port serves shipping 
lines linking Portugal with 
every continent It is just 30km 
from Lisbon, at the junction of 
the main highways and rail- 
ways that link the country 
with Spain. 

As its name suggests, Sapec 
Silicon Bay is' not short on 
marketing hype - but the 
commitment and imagination 


The extensive 
infrastructure Is an 
important asset 

of its parent company and Por- 
tugal’s urgent need for private 
Sector ventures of this sort 
suggest that the project 
deserves further attention. 

According to Mir Eduardo De 
Almeida Catroga, managing 
director of Sapec in Portugal, 
the idea of the new industrial 
park is to exploit an area of 
land acquired by the company 
in the 1930s but which Is only 
partly used for its own process- 
ing activities. 

Among the key assets is foe 
site’s infrastructure - a rail- 
way terminal built originally 
to transport pyrites from 
Sapec’s mines in the interior, 
an extensive port facility for 
shipping out the sulphuric add 
and fertilisers produced from 
the mineral , end a «mall air- 
port which was needed for crop 
spraying activities. 


Sapec, says Mr Catroga, has 
earmarked EsSbn to invest in 
three stages over the next IS 
years and ultimately hopes to 
accommodate around 200 com- 
panies. Around 40 or 50 Portu- 
guese and foreign businesses 
have been in contact and at 
this early stage there are just 
three firm takers, all of them 


EC support is 
being sought via 
the structural funds 


foreign: a com p any with inter- 
ests in granite and marhlew, a 
manufacturer of ail tanks, and 
an agri-business. “We would 
prefer high-tech but in view of 
the scale of the park ft is diffi- 
cult to insist on that”, says Mr 
Catroga. “We do, however, 
insist that companies coming 
in are non-pofinting*. 

Essentially there will be 
three sections of the park - 
<me linking directly with the 
port facility, one for light 
industries (high-tech and ser- 
vices), and one dose to the air- 
port. Sapec also envisages 
three possible relationships 
with businesses: the first 
where it provides maintenance 
and management services for a 
straight fee (for example, data 
processing, accounting and 
import-export services), the 
second where it takes an 
equity participation, and the 
third where it does no more 
thaw sail or l fg* the land/unit 

European Community sup- 
port Is being sought via foe 
structural funds, notably the 
Renaval project for breathing 
new Ufe into areas like Setubal 
affected by the decline at ship- 
building. Mr Catroga says the 
authorities in Iifoon still need 
some persuading that a pri- 
vately owned park is worthy of 
wholehearted public support 

Tfen Dickson 



Antonio Nsto Da Silva, aa cr a lar y ol 


tor foreign trad* 


environment have landed 
major projects from- Ford 
(Ee22^bn in July 1989 to make 
car audio w pnpmont] and Gen- 
eral Motors (an Es&4bn invest- 
ment ter GM*9 Delco Remy divi- 
sion. to produce electronics 
ignition systems). Both plants 
were located in Setubal, foe 
area about 30km south of Lis- 
bon which was hit hardest by 
the tterfinp of traditional indus- 
tries but which has been 
remarkably successful over the 
last five years in attracting 
new jobs. 

All eyes now are on whether 
Fonl mid Volks wag en will go 
ahead with their joint venture 
plans for a new car project in 
Portugal. 

According to Mr Antonio 
Neto da Silva, Lisbon’s relaxed 
secretary of state for foreign 
trade, the decision on what 
would be Portugal’s biggest 
ever foreign Investment should 
be announced early next year 
and he is confident that it wifi 
go the right way. 

Details of the gove rnm ent's 
financial package have hot yet 
been finalis ed - the emphasis 
will apparently be on. training 
and fiscal incentives - bnt 
according, to Mr da Silva, the 
main uncertainty is not the 
location but whether the com- 
panies concerned wifi proceed 
at all. - • 


Portugal, says MrdaSflva, 
has become much more selec- 
tive about which prefects it 
will back. Too much money, he. 
believes, was paid to some , 
recipients in the past, those 
which did not have what he 
calls a real ^dim ension " factor, 
either by bringing new technol- 
ogy or wwhancing the country’s 
export potential. “With &8 per 
cent unemployment job- cre- 
ation is not a priority today”, 
he adds bluntly. 

In an apparent break with 
previous policy, Mr -da Silva 
insists -that Portugal should 
not differentiate between dif- 
ferent industrial sectors. “We 
believe that we . have to . 
improve in every sector of the 
economy, though we do sot 
encourage investment in real 
estate because of the specula- 
tive risks. My thfafeiwg is dif- 
ferent to that of the theory of 
competitive advantage. Com- 
petitiveness- has - to be con- 
quered every day and we con- 
stantly, need to innovate.. 
Although competitive today we 
may not be co m pe titiv e tomor- 
row if we do not Invest”. 

Portugal’s big challenges, 
says Mr da Silva, are to find 
good management fo.“joia" 
with the country’s efficient 
labour force and to make sure 
that companies , fiqd rafiahla 
and goodqualtty suppliers. 
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PARSON S & WHITTEMORE 


The P & W Group have been involved with pulp and paper 

projects o vert be teat 40 years. We have experteaoc m 28 
Chile (Ceialom Amoco) • Argentina • Africa (Nigeria) 

Spain (CKA8AJ • Portugal (Soporcel & Xatjw] • Bi»U 
The P & W Group also own two pulp znffle In tbe USA and 


As JWut r operators of mills and wltti onr nqu i - i ww h, 
Pulp and Paper industry PWL axe in a unique position, to 
design pulp and paper mills to suit the individual need of 
foetr dlesite. 


Some of foe services that PWL can i 

of Feasibility 8tadtea • Overall Process Design 



lastramentecttoB and Distributed Control Systems 
Co-an MuMUon af CtrO Pealga —a c o as ten e tt ea 
T ftflwirt amaitl rinn ad 

of the Project • Cost Control 
Squipmcnt Procurement and Expediting and 
Procurement of Spert> Parts. 
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20 .5®? Wfc3fc * Ho ®d- Crepdoi CR9 2BT. ENGLAND: 
l««3te*ie 081-688-8399. Tefac 23401 tXDgX G. 
Tetefex 081-688-3878. 
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Confusion aid misunder- 
stniding: af hfficfaT inte n tion s 
wereianHyto t&me - bnt the 
rowg^lectedwider concerns at 
thfe ^ jiwrnTff ^ and- speed with 
wn$& Po rt a gaTs financial sar-.-'. 

Enro pBan Cn rmmm fty mflrkflt 

Extraordinary as, it may 
senjo^ema lfo. a. newish mem- 
bpCFtfaMy-of the EC, between 
80.Mg|;^fflrcBiit.orfiiBtenk> 

tfaa wake of 
the major 

to, idayjng-yo ^tf Sr- social 
polit^h&ifntte late 1970 b 
a sAcj&fty 1380s, lending to 
vrtiak companies at low rates erf 
interns; :8Sd Tegiared to take - 
<^S^^mPQoto'doiibtfi2lgov- 
loans; made at the 
h^tg%Cgfee:AngoIa was. - 

wepgfaed down as a conse- 
(pKBioe^Diy^a^uHmt^n of bad. 
defat -currently. estimated at 
EsaaOtan (US Ji.4bn) - state 
banks .am today suffering from 
im de viate rapital Jbagea, over- 
staffed and doofa: workforces.' 

poor management. 

Mr Anibal ; Cavaco Sflva, 
head of PartngaTs centre-rigtil 
g oyen u ne n ^ has prescribed a 
strong dose of privatisation as 
the anJykmgtermcnre.- but 
as events sofar this year have 
shown, administering the nec- 
essary- medicine is proving 
easier said than done. 

Despite hopes -that the pro- 
gramme would be further 
advanced: by this stage, the 
only state - hank to have been 
almost tnlly privatised is the 
Banco Totta e Acores. An ini- 
tial 49 per cent stake was sold 
last 1 year, and a further 31 per 
cent successfhUy disposed of in 
July. The state will retain a 20 
per cent state in the bank for 

*Tm i Hmi» hwfatp • • 

Three-insurance ccmpawfea 
inwi she other Wimum**! institu- 
tions — Banco Portugues do 
Atlantico, 'Banco Espirlto 
Santo * Cpnarddal de Lisboa, ■ 
Banco Fonsecas e Bumay, 
Banco Pinto e Sotto Mayor, 
Grecgto Predial Portgraws and 
Socfodade Financeira Poxtu- 
guesa — are earmarked for 

Biwikr fa wtmnnt but S3 yet 
there is no firm timetable. 


The recent row over new government measures reflects wider concerns, writes Tim Dickson 

Banks prepare to meet the single market 






Banco Portugues do At] an tiro 
will be the first major state- 
owned commercial bank to be 
partly privatised with the sale 
cf 33 Dear m m t of the bank’s 
share capital set for November 
or December. 


The government 
sees privatisation 
as the only cure 


One of the government’s 
major iWffiwiWM jg the laefc of 
major financial »»d commer- 
cial groups in Portugal capable 
of stumping up the necessary 
ca p i ta l for file 

The local stock market is 
poody developed and though 
the co untry’ s savings ra te is 
among the highest In Europe 
people do not generally buy 
shares, preferring instead to 
put their savings into high 
yielding and safer gove rn ment 
treasury bonds and certifi- 
cates. Share prices have proved 
highly vulnerable to the whims 
and fancies of foreign inves- 
tors. 

Foreigners, of course, could 


AaMap Aahwood 

After 123 years In Portugal, Lloyds Bank la to soil Its 
oper at io ns to Spain’s Benco BUbao Vizcaya 


easily provide the money to 
make the privatisation pro- 
gramme a financial success - 
but fills is politically sensitive 
and controversial. Critics have 

already gr*fn«w) Hm» anftiwWna 

of failing to defend the 

Tmtinmwl inter est jmd it p p p p a ra 
that at !**««*• - flnnHwi 1 mw or 

two institutions will have to 
end up safely In Portuguese 
hands before signific ant for - 
eign ownership can be contem- 
platel 

Asked about the relevance of 
such a policy ahead of 1992 - 
when these sort of curbs will 
have to come off - g overn- 

Tnwit ikfTGrf^ ifg flnrt bSDk" 

era talk of the need at least to 
maintain a Portuguese “noyau 
dur". 

At *hg Tnnnwnf n rrtriifa fnter . 

est In the Ptartuguese tanking 
market wwiw» predominantly, 
though not uniquely, from 
Spain. Banesto, for mmple, 
secured a 10 per cent stake in 
BTA though indirectly is 
thought to control considers- i 
Wy mare; Banco Bilbao e Vis- 
caya has acquired the Lloyds 
Bank network; and Banco de 
Santander and Royal Bank of 
Scotland have Just under SO 


per emit of Banco Comercio e 
Industria (BCD, given them 
effective control, tt is not yet 
an invasion - but It could 

hw w na 0906, 

The row between fee finance 
ministry and the private banks 
over rules for setting up and 
expanding branch net- 

works appears to have been 
settled, and the central bank 

Hflg anthnrlmitinnR 

for over 100 new branches - 
but it has nevertheless -high- 
lighted the government’s anxi- 
ety to maximise revenues from 
the state banks sales and 
fuelled criticism that recent 
actions contradict its liberal 
free market rhetoric. 

In return for permission to 
establish themselves, open new 
branches, or rfwwp * their sta- 
tus, from investment compa- 
nies to banks, the Bank of Por- 
tugal win now req uire t hat 
foreign and private institutions 
buy or pay for a package of 
state-owned bad debts at pre- 
miums above their market 
value. 

Much of the fuss stemmed 
from fears that the private 
hwifca would actually have to 
take the bad debts on to their 
own books, thereby tying up 
large sums of -capital and 

requiring nianflgBtnsn t time in. 

the p ursu it of loans which bad 
never been their responsibility. 
In fact, the banks can as an 
alternative make a payment 
into Finangest, a state-owned 
institution established some 
years ago to deal with the 
problem of bad credits. 

The sums involved are 
EsSOOm (t&Sm) for opening a 
new bank or transforming an 
investment company into a 
hank; Es2SQm for a change of 
status from that of a full 
branch of a foreign owned 
in stituti on to that of a locally 
incorporated bank; Es40m for 
each new branch in Lisbon and 



n r anclsc o Veloaa, pr— Wa nt at BO, says Ms bank’s 1939 coate/tacoma i 


Amhirny Aihwood 

i Juet 28 par cant 


Oporto; and Es20m for 
branches elsewhere. 

Justification for the govern- 
ment move is confidently pro- 
vided by Mr Antonio Borges, 
vice-governor of the Bank of 
Portugal 

He refutes the idea that 


The local stock 
market Is poorly 
developed 


there is any wish to restrict 
branch expansion “but at the 

Bnma Hmp mk tfm priva te hpkl 
grow we want to strengthen 
our own system”. 

He points out that the state 
banks are under pressure from 
many other directions — try- 
ing to come into line with EC 
capital ratios, rules for bad 
debt provision, and meeting 


their huge panatnn HoWUttew. 

“We can’t be accused of 
favouring the public banks,, 
quite the opposite in fact For 
us the new system {for authori- 
sing branches, etc] is transpar- 
ent and open and reflects a 
more market based approach”. 

Notwithstanding the banks* 
protests there is every reason 
to suppose that most will bite 
the bullet and pay up, thnwgh 
some banks may hold back for 
a while on their expansion 

plans Portugal is wnHarhanVuri 

- me analyst calculates that 
there is room for say 2^00 
branches compared with the 
existing 1,700-1300; personal 
banking services are poorly 
developed; and with the antici- 
pated ti ghtening of margins in 
a more competitive market 
many hmita are eager to build 
up a broader deposit base. 

The private banks, more- 
over, appear to be doing very 


nicely. Figures for the first 
quarter of 1990 show that the 
13 domestic and foreign institu- 
tions operating in Portugal 
enjoyed an average increase in 
cash flow of 106 per cent to 
Esl9J9bn - though the figures 
were inflated by profits for 


Some banks may 
hold back on their 
expansion plans 


Banco Portugues de Investi- 
mento’s from the sale of its 
holding in Banco de Comerdo 
e Industria to Spain’s Banco de 
San tander 

A major reason is that over- 
heads are low and flexible in 
the recently established pri- 
vate hnnicfl by comparison with 
the cost burdened state sector. 
Mr Francisco Veloso, president 


of BCE, for example, says bis 
hank’s costs/income ratio last 
year was Just 28 per cent, less 
»um half the average rate in 
the UK 

Mr Miguel Rosa, an econo- 
mist at the highly successful 
Banco ComerdLal Portugues 
(BCP), says BCFs costs repre- 
sent three percentage points of 
ftwannial marg ins, against the 
6-7 per cent typical elsewhere. 
“We can cut our margins with- 
out losing money”, he 
observes. 

Such a cut, be implies, may 
be necessary as competition 
increases and if the re cent 
trend towards more e xp ensive 
deposits continues. Mr Rosa 
indeed expects profits for the 
Portuguese banks as a whole 
to peak thk year in with 
the slowdown in the economy. 
Be thinks a 2 per cent increase 
in GNP would be creditable for 
next year, notwithstanding the 
official forecast of 3 JS per cent. 

Looking ahead to develop- 
ments In a single European 
market, Mr Rosa believes there 
will be much more attention 
on providing services for the 
personal sector. At the 
moment, he points out, the 
effective continuation of credit 
controls un rans that the corpo- 
rate sector is getting first pri- 
ority - but the housing mar- 
ket (where three state banks 
hold a virtual monopoly), con- 
sumer credit, and ordinary per- 
sonal loans look set to be 
opened up to new competition. 
A 10 per cent surcharge on call 
loans to the personal sector 
has recently been reduced to 7 
per cent but this is just one of 
a number of restrictions which 
will have to disappear in 1993. 

Mr Rosa sees the Caixa Geral 
de Depositos. the powerful 
state savings bank which domi- 
nates 40 per cent of the bank- 
ing market In Portugal, 
remaining an effective force by 
virtue of its sheer size and 
marketing network. But by the 
mid- to late 1990s - when EMS 
entry at the very least will 
apply new competitive pres- 
sures - he predicts that there 
will only be room in the mar- 
ket for a handful of Portuguese 
banks. 


BARCLAYS BANK MAKES IT EASIER 
TO DO BUSINESS ACROSS BORDERS. 
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your partner in PORTUGAL 


. For further kifonnsuon contact: 

Bygg - Fast PORTUGAL 
- OLLE H. ARNOLDSSON 
Travessa da Ldguada Pdvoa, 11 -A 
1200 LISBOA - PORTUGAL 
TeL: 68 33 81 7 68 33 47 Fax: 68 33 36 


$ W E j) E N' P O R T U G A L AUSTR.IA GERMANY 


Your local bank may be fine for all your 
local banking but can it Help when you move 
into other parts of Europe? 

When you decide to do business in 
another country, you want a bank that can help 
you manage all your cross-border needs. 

Barclays has a network of over 400 
Business Centres across Europe. So wherever 
your business takes you, we're already there. 

As an established worldwide bank, we're 
in Europe to stay. In fact we've been here 
since 1889, and we’re still growing. 

We offer a complete range of international 
financial services. These include cross-border' 
investment, trade finance, foreign exchange 
management and advice to help you get the 
most out of business in any country. 

But crossing the border is just the 
first problem you face. You also need to deal 
with different languages, laws, cultures and 
customs. 

To help overcome these, we arm you with 
expert advice on everything from international 
company structures to local business customs. 

Whether you plan to embark on your first 
cross-border trade venture, set up a subsidiary 
in another country or make any other inter- 
national moves, talk to us first. Call Almerindo 
Marques or Joao Salvado in Portugal on 
(l) 793 5020 or John Bulford in London on 
071 4 88 1144. 


BARCLAYS 
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Brussels is the focus of foreign policy, writes Tim Dickson 


Growing relationship with 
the European Community 


AN ELEGANT African woman 
balancing a basket on her head 
offered a vivid reminder in Lis- 
bon this month of the coun- 
try's colonial past 

.Portugal’s preparedness in 
recent weeks to make its 
Azores military bases in the 
Atlantic available for United 
States missions to the Gulf - 
an area outside the Nato 
framework - has underlined 
its close ties with Washington. 

But of the various strands of 
Portuguese foreign policy, the 
most important is the growing 
relationship with the European 
Community. 

Portugal has done extremely 
well out of the EC since joining 
the Brussels "club” in 1986. 
Showered with structural hind 
money to help its farmers and 
businessmen, enthusiasm for 
deeper integration appears to 
be shared by politicians and 
ordinary people alike, particu- 
larly the young. 

EC membership is given 
much of the credit for Portu- 
gal’s rapid growth in the last 
five years, for low unemploy- 
ment and substantially 
enhanced family income, and 
for sealing the country’s happy 
return to democracy after so 
many decades in the wilder- 
ness of dictatorship. 

It also seems to have 


Enthusiasm for 
deeper integration 
appears to be 
widely shared 


brought Lisbon closer to Spain, 
with whom relations over the 
past half century in particular 
have tended to be tricky. There 
is not as yet a consistent Ibe- 
rian approach to EC negotia- 
tions - Indeed, while often on 
the same side the two coun- 
tries, have important interests 
which do not c on verge - but 
there is a growing realisation 
in Lisbon and Madrid that the 
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The Monument to 0 m Discoveries (war Lisbon, Is de di c ated to PortogaFs empire builders 
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Macao Is doe to be handed cnrer to Peking In 1999, though China claims fist pc operations are 'sluggMi* 


two southern states have much 
to gain from presenting a . 
united front to their powerful 
northern European partners. 

Mr Anibal Cavaco Silva, 
prime minister of Portugal’s 
centre-right government, now 
subscribes to most of the rheto- 
ric about economic and mone- 
tary union (Emu) and the 
“need to give the political 
dimension of the EC more 
coherence". But while he 
seems happy to aim for the 
final goals - especially, say 
commentators, since develop- 
ments in the eastern bloc - he 
also betrays a strong hint of 
anxiety about the pace of far- 
ther integration and the means 
needed to achieve iL 

“If we go to another stage of 
the EC’s development", Mr 
Cavaco Silva has said, “the EC 
has to show that at the same 
time it is able to accomplish 
the main aims that have 
already been clearly defined, 
namely the sing le market and 


eernmiwfo and social cohesion*. 

Listeners are left in no doubt 
tha t substantial extra funds 
from Brussels will be required 
to overcome the country's 
structural handicaps “in educa- 
tion, in a dminis trative effi- 

Lisbon’s 
pragmatism on 
Emu finds a distant 
echo in London 


dency, in technological devel- 
opment, and in di s tanm from 
the markets". The Delors 
report on Emu, Mr Cavaco 
Silva points out, specifically 
drew attention to the need for 
“structural actions" to correct 
economic imbalances and “to 
ensure the smooth proce s s of 
financial integration". 

The prime mini ster's to ne 
may be altogether different to 


tte 

Countries, not only o 
can and indeed have 


Countries, not only companies, 
can and indeed have an 
image of quafity. 

It may range from the sheer 
tack of it, to the utmost 
attainable leveL 

Often misrepresented, 
or misunderstood. 

But appearance only, cannot last forever. 

Facts wBI remain, at last, 
as the single and foremost 
trust deservfng factor. 

We build quality consciousness 

and help Portuguese Companies 

to think, use and prove quality conformance 

Product certification in Portugal 
Is an e xp re ssio n of truthfulness 
bound by European Standards. 

Portuguese Institute for Quafity 

Fax (351.1)530033 

institute FortuguSs da Q^idade 


that of his UK counterpart, hot 
his emphasis on pragmatism - 
“1 want to move without 
jumps" — finds a distinct echo 
in London. He says Portugal 

intends joining thj> Eu ropean 

Monetary System “much ear- 
lier than 1995 " — a comment 
made before sterling's entry 
Into the exchange rate mecha- 
nism and which will now 
appear even more of an under- 
statement. In the meantime 
reducing the budget deficit and 
inflation will be the main eco- 
nomic priorities. 

Portugal’s EC strategy is 
summed up by one experienced 
local political commentator, 

po rh apt a nhailft r yniraTly as 

“demonstrating enthusiasm 
and commitment {to] integra- 
tion but never putting our posi- 
tion into concrete terms.” That 
way, he explains, “we are able 
to bargain for everything possi- 
ble". 

Negotiations are already 
under way on arrangements 
for Portugal once the current 
EC structural fund timetable 
comes to an end in 1993. 
Although officials in Lisbon 
insist that no official demand 
has been lodged with Brussels 
for a new PEDIP — the 
EcuL3bn p rogramme designed 
to boost Portuguese industry 
— they admit that this is their 
aim when the money runs out 
in 1992. They decline to com- 
ment on rumours that this, 
along with a fund to help sup- 
port the escudo in the run up 
to a single EC cmrency, will be 
used as a negotiating chip in 
the forthcoming inter-govern- 
mental conferences on Emu 
and political union. 

For Its part, Brussels is 
likely to Impose stricter crite- 
ria on the disbursement of new 
structural funds once the deal 
with Lisbon has been settled. 

Few in Portugal deny that 
some of the EC riches have 
been imprudently spent and 
have been used to increase pro- 
duction in the short term 
rather than to modernise the 
economy in the manner origi- 


nally intended 

The success of negotiations 
between Lisbon and Brussels 
— plus the impact on Portu- 
guese markets of Increased 
competition as 1992 approaches 
and the feared “magnet” ef fort 
from eastern Europe - will 
determine how Portugal’s rela- 
tionship with the EC develops. 

Whatever happens, though, 
there would seem to be little 
turning back. Portugal’s for- 
eign trade is now 70 per cent 
dependent an the rest of the 
EC, against 60 per cent at the 
start of the 1980s. 

This is not to say that the 
small Iberian state necessarily 
wants to downgrade its other 
areas of foreign policy interest, 
namely Its Atlan tic policy and 
its relations with extra-Euro- 
pean regions such as Latin 
America and sub-saharan 
Africa. “The linkage is obvi- 
ous”, says foreign minister Mr 
Joao de Dens Pinheiro. "We 
tfrtnV that Europe cannot be 


The Atlantic is a 
vital psychological 
link with the 
outside world 


isolated from the regions in 
which it has natural relations, 
that is to say the American 
continent, north and south, 
and Africa". 

For Portugal, the Atlantic 
remains a vital psychological 
link with the outside world. 
Lisbon is proud of Its generally 
good relations with Brazil and 
with the Portuguese-speaking 
countries ctf Africa - Angola, 
Mozambique, Cabo-Verde, 
Guinea-Bissau and S3o tome e 
Principe - but there is little 
support for the idea of a world 
wide economic grouping based 
on language. The emphasis 
today is more on preserving 
the cultural heritage and con- 
tributing to the peace process 
in Angola and Mozambique, as 
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A mm io die park tad there tony wwe. The kmd of koines 
we'd been looking for, right next to Reids Hoed. Lovely Madeiran 
architecture, with interior* to match. 

The deetrioa made itself. We bought that m ghr. After all, 
Qke these won't be available for long. 

Call Keith Rees or Louise Rn oa 071 581 9997 for more 
jnfo naarioo, or write to Iberia Dtid opnao Limned, 5 Prince* 
Gaze, London SW7 1QJ, 

Retained Agent, Hampton* International 071 493 9232. 
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well as developing relations 
with non-Portuguese speaking 
countries outside Europe, nota- 
bly Morocco. 

P o rt ug al is not without its 
foreign policy embarrassments 
but these are mostly confined 

The resignation of 
the Governor of 
Macao came at a 
sensitive time 


to the former empire’s eastern 
flank- The recent resignation 
of the Governor of Macao, for 
pcnnpip - after he was served 
in Lisbon with a summons con- 
nected with alleged bribery 
over an international airport 
contrac t - has come at a sen- 
sitive time, given China’s 
tmpgtigncp. at what it tiaimR is 
Portugal’s sluggishness in pre- 
paring for the handover to 
Peking in 1999. 

In East Timor, to which Por- 
tugal lays no territorial daim, 
Lisbon has remained in direct 
conflict with Indonesia since 
the latter's invasion and mili- 
tary occupation in December 
1975. 

Since Portugal's accession fcL 
the European Community, 
mnch oMts diplomatic efforts-., 
have been directed • towards 
finding itself a new bridging 
role between Europe and the 
Third World, and in promoting 
north-south dialogue. Its peace- 
making attempts in Africa, for 
example to end Angola’s civil 
war, have had limited success, 
though they undoubtedly 
befool to bring the two aides 
together in direct talks. 

While similar concerns will 
continue to occupy Portuguese 
diplomacy, and form part of 
Portugal's agenda for its first 
EC presidency in the first half 
of 1992, as that date nears, the 
focus is likely to shift increas- 
ingly towards Europe and Por- 
tugal’s position within it 


Lisbon 
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To be sold 

Prime headquarter 

b niMmg 

4,754 sqm of high class, 
newly constructed, 
airconditioned offices 
Available as a whole 
or in floors 
from 347 sqm 
64 underground 
carparking spaces 
Ready for immediate 
occupation 
A development by 
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For Golf Courses, Hotels, 

Land 1,000 3q.ru. - 1.500 Hectares: 
Commercial, Restaurants, Factories 

or Prestige Properties. 

For further Information contact 
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Portugal’s farmers face a difficuJt period of transition, including an end to import controls. Tim Dickson reports 


agriculture struggles to become competitive 
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fled” with the package, says 
Mr Ctmha, although he con- 
cedes tb«* "some of our main 
ripn ywids have been met". 

In the cereals sector, for 
example, the main difficulty 
was the 50 per cent gap 
between Portuguese and Com- 
munity prices (Es50 per kilo for 
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Considerable 
^v efforjs to - 
Titwternfee have 
been made 


embarkson stage two of the 
10-year transition period which 
ft was given om its accession to 
the JSCin 1986.^. •' . . 

■ ftwfflhave to come fo terms 

With the of 

many import restrictions and a 
progressive narrowing of the 
gap hetween its own high, 
guaranteed producer prices 
and the lower levels prevailing 
elsewhere in tho Community. 

These prospects send shivers 
of apprehension through Portu- 
gal’s 800,000 formers, 30 per 
cent oT whom are officially flitt- 
er ate rand. most, of whom 
remain remarkably inefficient 
by EC standards, eking out a 
living from tiny plots of land 
wtth. yields which are anymg 
the lowest anywhere in 
Europe. 

On average* for example, 
Portugal produces between L5 
and 2 tonnes of wheat per hect- 
are, compared with the 8 
tonnes per hectare typical in 
the Netherlands. 

Considerable efforts have 
been made* over the last five 
years to modernise Portugal’s 
agpdgaltnze, which ronghly 
oaviwlft between Very small 
family, units in the north, 
where livestock homing pre- 
ponderates. and much larger 
rniifaa in the w nwlaAimlnirtfld 

south. 

Sadi quality is better in the 
wetter area north of the River 
Tagus, but with the average 
agricultural bolding in this 
part of the country a mere four 
hectares (often split up into as 
many as nine different plots). 


V V 




' - 






•■m 





Above: hay-making near Ponte de Lima, fin Idaho province. Right, market day In Am town of 
Loutd. By EC standards, Portogu— ta ring Is backward 





the rhetoric of European com- 
petitiveness seems barely 
appropriate. 

There is probably more hope 
in the south, but badly needed 
Investment in irrigation and 
new . production methods has 
been held according to 
nfBriala of the Assod&cao Cen- 
tral de Agriculture Portuguera 
(ACAP), by confusion and 
uncertainty over local p roperty 
rights. 

Much of the land was confis- 
cated and turned Into huge co- 
operatives after the 1974 revo- 
lution arid Is only slowly — 
and, it appears, reluctantly — 
being .returned to its original 
owners. 


ifr Ai WiA, ff rrnTwt, u»ft coun- 
try's articulate young agricul- 
ture minister, says that given 
Portugal’s backwardness, the 
em phasis during tire first stage 
of EC membership had to be on 
improving structures. 

He hi ghlights processing and 
marketing as particularly weak 
areas — notably for cereals, 
meat products, fruit and vege- 
tables - but says that atten- 
tion has also been paid to 
boosting production methods 
and infrastructure. 

Portugal now fully partict- 
pates in the various structural 
mpcharriKmn of the Common 
Agricultural Policy — includ- 
ing its own EcuTOOm, 19-year 


programme known as Pedap - 
and. according to Mr C unha, 
the result over the last five 
years been the launch of 


firm Portugal’s success in 
obtaining Community support, 
pointing out that the Iberian 
country is the third biggest 


Much of the land was confiscated and 
turned into huge co-operatives after 
the 1974 revolution and is only slowly 
being returned to its original owners 


45,000 new projects, involving a 
total investment of Es300bn 
(including Portuguese budget 
payments and the farmers’ 
own contributions). 

EC officials in Brussels con- 


beneficiary this year of the 
Ecul.7bn agricultural struc- 
tures fund. 

There Is “reasonable satisfac- 
tion” at the way the money has 
been used, notwithstanding a 


suspicion that some projects 
have been over-generously 
funded. 

Mr Cunha, for his part, 
expresses particular pleasure 
at the success of a scheme 
which has supported 5,000 
young fanners (thereby help- 
ing to tackle the elderly age 
profile, one of the sector’s big 
gest weaknesses). 

He insists that the “struc- 
tural” effort will continue in 
the forthcoming second stage 
— "to create the minimum con- 
ditions for competitiveness” — 
but points out that the govern- 
ment also plans to give specific 
attention to marketing and 
teriinteal support. 


A new scheme has been set 
up to help farm organisations 
employ new skills In this area, 
for which at the moment they 
are largely dependent an the 
state bureaucracy, while 
another programme will 
finance more professional man- 
agement in agricultural co-op- 
eratives. 

The going is likely to get 
tougher, judging by proposals 
for the second stage of Portu- 
gal’s adjustment to the CAP 
agreed by the European Com- 
mission in Brussels last month 
and due to be confirmed by the 
EC Council of Ministers in 
December. 

Lisbon Is not entirely satis- 


for the EC) - a difference 
which Mr Cunha says is too 
large to eiirnfaurtu in five years, 
especially when International 
pressure - seems certain to force 
EC prices lower still. 


Brussels has 
agreed to extend 
the transition 
period to 2001 


Brussels has therefore 
agreed to extend the transition 
period to 2001 , on condition 
that the extra support is pro- 
vided through direct income 
aids and not via a guaranteed 
price. 

Mr Cunha says will give 
formers in southern Portugal 
time to find alternative crops, 
as well as improving the com- 
petitiveness of the livestock 
sector which win benefit from 
lower EC prices for their ani- 
mal feed. 

Extra concessions have also 
been secured in the dairy sec- 
tor. where Portugal will 
acquire a milk quota for the 
first time from the start of the 
new marketing year next 
April. 

Despite the EC’s con ti n u ed 
overproduction, Lisbon has 
been given some headroom 
with a quota of L9m tonnes per 
year (compared with an esti- 
mated current production of 
1.7m to L8m tonnes). 

Portugal’s desperately ineffi- 
cient dairy industry - on aver- 
age there are Just cows per 
farm - should ultimately ben- 
efit from the restructuring 
effort and redress some of the 
deficit the country runs in thin 
sector. 

With fresh mgk, butter and 
rbeff M consumption all expec- 
ted to grow - all are well 
below the European average - 
the government is keen that its 
own producers and not Just 
importers should have a 
chance to cash in on the poten- 
tial. 
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Pnvatisation in Portugal 

As valuers and advisers. Barings are pleased 
to have worked with: 

BANKS 

1^? 1 Banco Totta & Azores 

Banco Pinto fit Sotto Mayor 

^ Banco Borges & IrrnSo 

^ Cnfedito Predial Fottugu&s 

^ Banco Fonsecas & Bumay 

4 Unido de Bancos Portugueses 
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^ Alianga 

91 COSEC 

IB Bonanga 

RS& M undial Confianga 

IS Imp6rio 


NEWSPAPERS 


kzsl Jamal de Notidas 

Bit Diario de Notidas 

INDUSTRY 


fS? Cimpor - Cimentos de Portugal 

' Inli .1 M*wm « mi -Mi Clan SA. 

Baring Brothers & Co* Limited provides a complete range of merchant 

banking services, including advice 

mi all aspects of corporate finance. 

mergers and acquisitions, and new issues of equity and debt, through a 

worldwide network of 12 offices. 
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Lisnave, described as a ‘service station on the highway’, handles more tonnage than any other yard. Pe ter Wise reports 

Ship repair specialist puts new life into old tankers 


AN 

baJa 

offei 

bon 

try’s 

Pc 
recc 
Azo 
A tie 
Stab 
an 
frazt 
Its c 
Bi 
Port 

ISOS' 
relat 
Com 
Pc 
we& 
the 
Shot 
mos 
busi 
deep 
be s 
ordli 
lariy 
E( 
muc 
gal's 
five 
men 
pnh r 

for s 
retu 
man 
□ess 
It 

I 

de 


brou 

with 

past 

have 

is m 

rian 

dons 

the 

tries 

whic 

then 

in Li 


PORTUGAL'S seaborne empire 
faded five centuries ago, but 
the maritime flair that mKpirpd 
the design of the caravels that 
carried Vasco da Gama and 
Fernao Ma galha es qq their 
voyages of discovery is still 
alive. 

Today, Portugal leads the 
world not in building ships, 
but repairing them. 

The repair yards of Lisnave 

- Estaleiros Navais de Lisboa 

- with their dry dock capacity 
of L8m tons and 2.7km of 
repair jetties, are the biggest in 

Confrontation in 
the Gulf makes 
Lisnave’s location 
more Important 


the world. They handle more 
tonnage than any other yard 
and account for more repairs 
than their top four European 
competitors put together. 

Investment analysts who last 
year predicted a golden era for 
Lisnave saw their expectations 
fulfilled as first-half sales 
increased by 48 per cent, com- 
pared with the same period of 
1389. 

However, a cloud appeared 
on the horizon in August when 
Iraq's invasion of Kuwait cast 
doubt over the fixture of the oil 

tawfcAr marfrot 

Large-scale laying up of 
tankers as a result of an all 
crisis would hit Lisnave, which 
depends on repairs to very 
large crude-oil carriers 
(VLCCs) for half its sales. 

But although forecasts of the 
yard’s performance are now 
more prudent, its fundamental 
competitive advantages sug- 
gest that growth prospects will 
remain strong, whatever the 
outcome of the Gulf crisis. 

Lisnave’s location on both 
Atlantic and Mediterranean 
sea lanes - "a service station 
on the highway", as one rfjgnt 
pots it - is a key asset 

The confrontation in the 
Middle East gives the location 
factor additional Importance, 
as ship owners are expected to 
divert repair business away 
from competing yards in Bah- 
rein and Dubai, and possibly 
from the eastern Mediterra- 
nean. 

Labour costs also give Us- 
nave a crucial Edge. Nominal 
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tary redundancies have 
reduced the workforce from 
1L000 to 3,700. 

The turning point came at 
the beginning of 1989 when the 
hacke d an agree- 
ment between Lisnave and sev- 
eral state-owned banks to con- ■ 
vert debts of Es25bn, which 
were lpa i f fa g to crippling inter* - 
est payments, into a 17-year 
soft loa n at an annual interest ‘ 
rate of 2£ percent. 

Having increased sales more 
than five-fold since 1985. -the 
company forecasts a 27 per 


course, caused concern at Lis*,, 
nave. 

Some shipping industry ana - 
lysts believe there Is a current 
excess cf2S VLCCs. This could 
lead to lay ups, with the oldest 
vessels, those most likely to 
need repairs, being the first to 
be withdrawn from service. 

But although Usnave 4 h# 
noted a drop In enquiries from . 
potential clients, the yard con- 
tinues to work at full capacity,- 

Several facto? indicate that*. ‘ 
demand for repairs will remain.' 
strong. 


Instead of docking their vessels : 
irregularly, shippers are beginnings 
to adopt die planned maintenance 
principles of the aerospace industry 


(VLCQ 


wages are one-fifth of those of 
the yard’s main European com- 
petitor, West Germany's Hl&hm 
and Voss. Allowing for produc- 
tivity and overhead differen- 

A pact with the 
unions has kept 
the yard strike-free 
since 1986 


tials, thi« translates into a SO 
per cent difference in prices, 
lisnave’s real wages costs are 
expected to increase four per 
cent per capita by the end of 
1982. 


But the underlying reason 
for confidence in Ids nave's 
future is a fundamental change 
in- the philosophy of ship 
repair. 

Recent legislation in the 
United States, making shipping 
companies responsible for 
unHmitnri liabilities should 
their vessels be involved in 
incidents of maritime pollu- 
tion, haa maria owners highly 
envir onmen t conscious. 

Instead of docking their ves- 
sels irregularly for minor 
maintenance or urgent repairs, 
shippers are beginning to 
adopt the planned mainte- 
nance principles of the aero- 
space industry. 

This involves long-term 


agreements with repair yards 
to cany out major planned 
repairs and life extension 
maintenance, both to ensure 
the safety and prolong the 
active service life of vessels. 

In March, Lisnave signed a 
contract with Chevron Ship- 
ping Company to provide regu- 
lar repairs for the tanker fleet 
of what is one of the world's 
seven largest oil companies. 

The agreement, which is 
expected to set a precedent for 
a new approach to ship repair, 
involves linking the on-board 
computers of Chevron vessels 
to Lisnave to provide perma- 
nent monitoring of mainte- 
nance and repair requirements. 

This improved outlook for 


| THE TOP SIX EUROPEAN SHIPYARDS - 1989 1 

Yard 

Country 

Tonnage handled 

Ships 

Lisnave 

Portugal 

12,381,481 

123 

Setanave 

Portugal 

4,595,383 

45 

Blohm + Voss 

Germany 

4,376,018 

68 

Amo-Dunkerque 

France 

4343.429 

65 

Hellenic Shipyards 

Greece 

4,115,295 

55 

Asti lie ros Espanoles-Cadiz 

Spain 

3,417,776 

55 

Sourcm: Utnmm 


repairs has coincided with Lis- 
nave’s recovery from one of 
the most difficult periods of its 
53-year history. 

The crisis which affected the 
entire shipbuilding industry in 
the 1970s was aggravated at 
Lisnave by serious labour prob- 


lems that left the company 
struggling for survival. 

A breakthrough came when 
the company signed a pact 
with the unions, which has 
kept the yard strike-free since 
198a 

Early retirement and volun- 


cent rise in profits to Es460m 
($sim) in 1990. Sales will grow 
24 per cent to ES25bn. 

Real growth in sales, allow- 
ing for inflation, will be 
roughly 11 per ccrnt, falling to 5 
per wnt in 1991. ” 

In this climate of renewed 
confidence, Lisnave has 
increased its share capital from 
Es2bn to Esl3.75bn in three 
separate operations opened to 
existing shareholders since 
June 1989. 

Foreign banks such as 
National Westminster and Ban* 
que National de Paris, acting 
on behalf of mutual funds, are 
reportedly active traders in the 
20-25 per cent of Lisnave’s 
equity that is liquid on the Lis- 
bon stock marke t The main 
shareholders providing the 
company’s stability axe Porto* 
gal's MeOo Group with 34 per 
cent. Luxembourg-based Swe- 
dut Holdings (17 per cent) and 
the Portuguese state (15 per 
cent). 

Lisnave's Investment plans 
focus on related activities 
including industrial mainte- 
nance «nri repair outside the 
fthqip in p area and 
oil and metallurgical 
In Angola. 

The company has also 
acquired a 35 per cent stake in 
Sollsnor, which holds a conces- 
sion to manage the state- 
owned Sefeenave ship building 
and repair yards in SetubaL 
Lisnave and Solisnor together 
now account for 15 per cent of 
the world ship repair market. 

The Gulf crisis has, of 


The average age of the world- 
oil tanker fleet is 13 years, 
meaning that many vessels are 
near the. end of their- normal: 
life of 15 years. - 
However, because new build* 
Ing has been virtually frozen 
since the Gulf crisis erupted. , 
owners will be seeking -to 
extend the Kfe-of their ships i 
through m ajor repair ahd 
maintenance work. 

More immediate trouMesifn , 
Lisnave are domestic economic 
problems such as the escudo, 
exchange rate and Inflation.. 
The company fa*** a riarTfnfng 
income resulting from a.15 pa~, 
cent depreciation of the dollar- 
against the escudo since Jahur 
ary. • 

At the aawie Hnw it faTta ving • 
to contend with increased 
costs, with inflation expected 
to reach 13J> per cent this year. 


Immediate 
problems are the 
escudo exchange 
rate and inflation 


and corresponding wage- 

ripmawrift. 

“Our competitive advantages ' 
are keeping us buoyant despite 
such difficulties’*, says Mr Jose 
Vlegas Dias, lisnave’s manage, 
tag director. 

“When we .have. Ihe.eco- 
nomic winds behind us as.welj,- 
strong revenue '-will' be, 
assured.” ‘ " “ ‘ ‘ 
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Esp into Santo 

Sociedade de Investimentos, S. A. 

Part of the Espirito Santo Group, the most international of Portuguese groups. 


Offering all merchant/corporate banking: 

★ M & A and Corporate Finance 

★ Capital Markets 

★ Securities Underwriting 

★ Joint Ventures 

★ Credit Facilities 

★ Venture Capital 

There are many good reasons to invest in Portugal, 

The opportunities can not last forever. - 

Our team of 50 professionals is ready 
to advise you from Lisbon or Porto. 
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SOME visitors were tossing 
pheasant bones over their 
shoulders and belching with, 
unrestrained relish. Others 
were healing' tankards on the 
tables in tine with a raucous 
d rinking song as flashed' wait- 
resses brought more flagons at 
wine. 

Bat these drinkers w ere not 
packagetour carousers Intent 
on taking a crowded Algarve 
resort farther downmarket. 
Tbtnr were Mstorically mlndBd 
excursionists .hot mi the pm y- 
suit of cultura, doing their 
level, if not lMxbotxtal, best to 
Iezid a uthenticity to the recre- 
atkm of a medieval banquet. 

Tbe scene was the 14th cen- 
tury Slor da K>sa convent at 
Crato In the Alto Alentejo 
region-dose to Spain. The bam~ 

quet for LQOO people, followed 

by a Jousting to urnament 
an erhiMtiott -of falconry, was 
organised ly tbe regional tour- 
ist board to promote a hoHday 
itinerary that it hopes to . 
develop around ’the regum’s 17 

Specialists from the Portn- 

. Many regions are . 
drawing oh history 

and tradition 


guese Association of Armour- 
ers and professors of history 
collaborated in staging the 
event to ensure the greatest 
possible authenticity .from the 
weight of the swords wielded 
by horsemen from the National 
Republican Guard to the herbs 
used-to spice the nest boar. 

."Our aim is not in put on a 
Hollywood-style show bat to 
recreate 'events with thegreat- ■ 
est possible historical and cul- 
tural rigour”, says Mr Miguel 
Sandr os de Bnww, a military 
historian who has been 
researching tournaments for 25 
years.-' •- - 

Tbe Alto Ateniqjo is one of 
many Portuguese regions 
beginning to draw on their 
wealth of history and tradition 
to e rtahfis h themselves as tour- 
1st destinations. 

The imposing Hot da Bosa 
convent is amon g several l oca l 
buildings of historic interest 
that are being made into state- 
owned inns, mown as pausa- 
das* 

Officials expect the number 
of hotel beds in the region to 
grow from 1,200 to 2JS0Q over 
the next few years. 

tWe'bope i n i tiat i v e s Hke the 
medieval tournament will be 
taken ovm by commercial tour- 
ist operators and developed 
into regular events as part of a 
established holiday itinerary”, 
says Ur Francisco Camilo, 


TOURISM 


Authorities 
seek Algarve 
alternatives 




FOREIGN VISITORS TO PORTUGAL 1989 


Visitors ( 1 , 000 ) % at total % 


Spain ' 

12.187.2 

74b 

+0 «■ 

United Kingdom 

1,137.5 

&9 

-02 

Franca 

64&8 

3.9 

+9.0 

West Germany 

61 IS 

3.7 

+7.5 

Holland 

3323 

2J0 

+ 107 

USA 

235.5 

1 A 

+5A 


Some Unaorf Ownl ef Tbwtan 


president of the Regiao de Tur- 
ismo de Sao Mamede, the 
ragtanal tourist board. 

Local authorltiee believe a 
potentially lucrative market 
lies just kilometres away over 
the border in Spain, which last 
year accounted tor 74 per cent 
of the 1&5 million tourists who 
visited Portugal. 

The Flor da Rosa tourna- 
ment was part of a national 
effort being mnii> to diversify 
Portuguese tourism. 

Officials would like to reduce 


over-dependence on the 
Algarve, which accounts more 
than half the cou n try’s 150,000 
ltftel beds, mul the British 
holiday-makers. 

Visitors from the UK, 
although only 7 per cent of the 
total, contribute some SO per 
cent of tourism earnings, 
which last year grew 17 J. per 
cent to Es31&9bn ($&3bn)i 

Restrictions have been 
imposed to control tbe growth 
of to uris m in the most devel- 
oped areas of the Algarve, 



where concern has grown tor 
the quality of Portuguese tour 
ism should the high number of 
charter fflghta bringing pack- 
age tours from Britain 
increase. EC-funded invest- 
ment incentives are being used 
to encourage tourism projects 
into areas and activities other 
than am and cand haw-Ti holi- 
days. 

“We are seeking thematic 
diversification more than geo- 
graphic diversification", says 

Mr Antonio Marques of the 
Directorate General of Tour- 
ism, 

"Tourists today seek a par- 
ticular activity more than a 
particular destination and it is 
our aim to respond by provid- 
ing a wide range of products, 
from gaa tr f m rtiTii/- and cultural 
tours to adventure holidays 
and business congresses." 

"fin tourism as in industry, 
Portugal's future lies in qraaf 
not quantity", says Mr Pax 

VaHada, a Traci TiPggrm m and a 

former mayor of Oporto. "The 
secret is to offer visitors the 
best of what we have; a gentle. 


‘Portugal’s future 
lies In quality not 
quantity 9 


welcoming people, traditions, 
tranquility and a beautiful 
country.” 

Mr Vallada is part of a group 

developing an exclusive 20,000- 
hectare hunting park in the 
remote north-eastern region of 
Tras-os-Montes. 

As well 'as wild boar, deer 
and trout, tbe development, 
which will include restored 
country houses, a co nfer ence 
centre and a heliport, will offer 

total ■*rfwri{| g» J jimihi and lnrn. 

rious service. "Silence, beauty 
and quality of Hfe ahfild be 
among Portugal’s leading 

expo rt s", says Mr Vallada. 

Tourism contributes about B 
per cent of GDP and accounts 
for 27 per cent of foreign 
investment. 

This year officials are pre- 
dicting a boom. While competi- 
tors such as Spain were 
lamenting a drop in visitors, 
Portugal’s income from tour- 
ism had already risen to Esi70 

bn (USSL2 MIHnn) drrrrng tin* 

first six months of 1990, a 17 
per cent increase on the same 
period last year. 

A record 19 wriffion tourists 
are expected to have visited 
tiie c ountry by the end of the 
year, a 15 per cent increase on 
1969. Last year, the increase in 
the number of tourists was 
only 2L5 per rent. 

Peter Wise 


The first private TV channels go out to tender next month 

End of monopoly raises 
fears over future financing 


happen 
Lord T1 


IF HE had known what would 
in Portugal, the late 
Thomson of Fleet may 
never have described commer- 
cial television rights as a 
licence to print money. Portu- 
guese media companies fear 
the risk of losing money is so 
great that there may be no can- 
didates when the country’s 
first private channels are put 
out to tender in November. 

Po tential bidders for iirww ftaa 
believe that a recently -ap- 
proved bill that win allow two 
private channels to compete 
alongside the two state-owned 
channels is so restri c tiv e as to 
place serious doubt an the via- 
bility of private broadcasting 
in a market where investment 
in advertising is the lowest in 
the European Community. 

"Faced with what are consid- 
ered the most restrictive regu- 
lations in Europe, we are cur- 
rently mare inclined to drop 
out of the running altogether 
than to risk losing our capital”, 
says Mr Carlos de Melo Heitor, 
a director of Sodedade Inde- 
pendents do Comunicacao 
(SIC), one erf the three main 
contenders for a broadcasting 
licence. "If *ii» uncertainties 
are not clarified, the govern- 
ment may find it has no seri- 
ous candidates for private tele- 
vision at alL” 

Most polemical is a require- 
ment t hat , within three years, 
40 per cent of private broad- 
casting should be in Portu- 
guese. This means creating a 
television production industry 
almost from scratch. Feature 
films account for 30 to 50 per 
cent of private television 
broadcasts in Europe. But Por- 
tugal has virtually no dnwna 
frn ^ t u t r y and only tWD wmall 
inrtaTumHpnf. television produc- 
tion companies. This is not 
even enong i to meet the ppgda 
of RadioTelevisao Portuguesa 
(RTP), the state network. 

Companies believe that Port, 
tngnese drama and entertain- 
ment programmes will be a 
crucial factor in capturing 
audiences and accept that 
steps are needed to stimulate 
national production. New 
opportunities will open up for 
Portuguese actors, faced with 
rfngtnp theatres and diminish - 
ing audiences, and others in 
the creative arts. But compa- 


nies fear the cost of building a 
production industry sufficient 
to meet the government’s 
quota of national production 

could prove prohibitive. 

A second question mark 
i«mg K over the funding of RTP. 
Even with a monopoly erf tele- 
vision advertising and the rev- 
enue from viewers’ licence 
fees, the state company strug- 
gles to break even. The govern- 
ment has pledged to abolish 
viewers’ licences, which pro- 
vide RTP with 10-15 per cent of 
Its income. The company is 
also expected to lose 2530 per 

nt of its advertising to the 
private channels. This raises 
doubts over tbe future financ- 
ing of a company already 
under fire for using public 
money for major investments 
to defend itself from private 
competition. 

“Zf RIP is competing with 
the private companies for 


transmissions will be. 

"So many details are yet to 
be defined by the authorities 
that for a project which 
involves investments of more 
than EslObn (S72m) we are still 
unable to calculate costs in the 
region of Es3bn-6bn”, says Mr 
Melo Heitor. That is a very 
high degree of uncertainty.” 

A Unfit of 15 per cent on the 
participation of foreign capital 
in the groups competing for a 
broadcasting licence is also 
giving cause for criticism. In 
Spain, where private television 
was recently introduced, an 
original limit of 25 per cent on 
total foreign capital was subse- 
quently altered to 25 per cent 
cm any single group, meaning 
four foreign companies can 
operate a private channel. "A 
private channel cannot survive 
in Europe without strong links 
to one of the five or six groups 
that dominate the market”. 


‘If the uncertainties are not clarified, 
the government may find it has no 
serious candidates for private television 
at all‘ — Carlos de Melo Heitor, SIC 


adver tisin g it must also com- 
pete on equal terms for fund- 
ing," says Mr Daniel Proenca 
de Carvalho, representing a 
gro u p led by ffympwiiw» 
Edipress and Presslivre/Cor- 
reio de Msmim that jg a poten- 
tial candidate for broadcasting 
licence. “If the government 
gives RTP financial support SO 
that it can afford to provide a 
better service than its competi- 
tors, the private rHawnria Will 
be forced to fold." 

Companies say they are also 
being asked to invest blind in a 
new company that the govern- 
ment Is setting up to handle 
transmissions. Public sector 
companies, including RTP, will 
hold a majority of the capital 
of the company, which will 
take over RTF's existing trans- 
mission ne t wor k and adapt it 
to four channels. The private 
channels win also hold a stake. 
But potential candidates say 
they are being invited to invest 
without knowing whether they 
will be awarded a broadcasting 
licence or what the foes for 


says Mr Melo Heitor. 

The SIC group, led by media 
magnate and former prime 
minister Mr Francisco Pinto 
Balsemao, includes France’s 
pay-TV channel Canal Plus and 
Britain’s Granada Televirion 
among its foreign partners. 
The Edipress group, which 
presents itself as the most 
purely Portuguese candidate, 
has tv* announced any for eign 
associations bat is expected to 
open negotiations with foreign 
partners should it be awarded 
a licence. 

Others have already polled 
out. TV Nova, a company 
backed by Sonae, Portugal's 
to rgB* private industrial and 
services group, had formed an 
association with the leading 
French commercial channel 
TF-L But ft suspended its proj- 
ect after Sonae failed to win a 
regional radio concession. 
Sonae said it refuses to com- 
pete for broadcasting licences 
that it accuses the govranmeut 
of awarding on a political 
haute PritipR say the govern- 


ment’s approach to granting 
licences does not take suffi- 
cient account of capacity to 
Afffrr »n gfflrfgnt service. 

Another candidate, Portu- 
gal’s powerful Roman Catholic 
Church. fra* entered the con- 
test somewhat reluctantly. 
More than a decade ago, previ- 
ous leaders of the governing 
Social Democrats promised to 
give the chur ch all of RTP-2, 
the second state-owned chan- 
nel, or at least a good propor- 
tion of its air time. Alter bitter 
wrangles. Prime Minister Mr 
Anibal Cavaco Silva has now 
told the church it will have to 
compete for a private channel, 

th o u g h church re pre sentatives 
say they have not abandoned 
hopes that they will be given 
access to RTP-2. The govern- 
ment’s U-turn was partly for 
constitutional reasons and 
partly, say observers, because 
the prime minister did not 
want to provoke antagonism 
from a powerful lobby within 
RTP and risk having the coun- 
try's only television network 
a gains t him in the run-up to a 
general election next summer. 

The church is expected to 
compete for a private channel 
through Radio Renascenca, a 
Catholic-run and highly suc- 
cessful commercial radio sta- 
tion. Some political analysts 
say it would be difficult for the 
g overnment to reject a church 
candidacy - but Radio Renas- 
cenca cannot run alone, as no 
single group will be permitted 
to own more than 25 per cent 
of a private channel. 

Finding suitable partners 
could prove difficult for the 
church. Industry observers 
consider that its intention to 
keep sex and violence out of 
miming raises a question 
over a future channel’s 
commercial viability. 

A general election is due in 
the first half of next year, and 
a decision cm licences for the 
new TV channels is likely to be 
postponed. With many of the 
potential candidates un cert a in 
about their own plana, it win 
be some time yet before the 
nationwide private channels 
rot off the ground. The longer 
tiie delay, the greater the com- 
petition will be. 

Peter Wise 
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Five years of growth have accentuated social bwqualHkn. Some, such as these young dealers on the Bolsa (left) have prospered. Others face low wages and an In a dequ a te social sec uri ty system. Right, public 

Social problems persist, reports Peter Wise 


workers 


In Lisbon 


MNiyMiwri 


FIVE 'YEARS of unprecedented 
economic growth have served 
to accentuate rather than alle- 
viate social inequalities in Por- 
tugal, according to a broad 
spectrum of observers. 

Announcing his decision to 
stand for re-election. President 
Mario Soares, a socialist, 
alerted the country to “pockets 
erf poverty" that development 
has failed to eradicate. For his 

part, socialist opposition leader 
Mr Jorge Sampaio has berated 
the government for “fomenting 
yuppie egotism". 

Rocketing car sales, jostling 
shoppers in hypermarkets and 
a proliferation of shiny new 
hawirs are the outward 

signs of the prosperity many 
Portuguese are beginning to 
enjoy. 

But critics say the positive 
Impression made by record 
growth figures for production, 
investment and employment 
often diverts attention from 
harsher realities. 

They draw attention to other 
statistics that show Portugal to 
have the highest infan t mortal- 
ity rate in the EC, the highest 
illiteracy rate and the worst 
record for road and industrial 
accidents. In Lisbon alone, an 
estimated 16,000 people live in 
shanty towns. 

Critics also point to a coun- 


try where 60 per cent of the 
retired receive a monthly pen- 
sion of ES17.000 ($120) but City 
rents are as expensive as Bonn 
or Brussels; where almost half 
the population has no running 
water and where only 14 people 
In every hundred have 
attended school for more than 
four years. 

Prime Minister Mr Anibal 
Cavaco Silva has made the 
extension of the benefits of 
development to all social 
groups and regions one of the 
three strategic objectives of his 
economic plan for 199L But his 
government remains under 

Portugal has the 
EC’s highest infant 
mortality rate 


attack for pushing its social 
rtorriprratir principles Iwto the 
background in a favour of a 
more liberal economics. 

“The government has been 
successful in stimulating confi- 
dence and dynamism among 
entrepreneurs”, says Ms Elisa 
Damiao, an executive commit- 
tee member of the Socialist-led 
T inian Geral de Trabalhadores 
(UGT), one of Portugal’s two 
national trade unio n confedera- 


Growth conceals poverty 


tinns “But it haa been uninter- 
ested and ine ff ective in bring- 
ing a social dimension to 
growth.” 

Ms Maria do Carmo Tavares, 
an executive member of the 

p-owununigt - dniniHa taH union 

confederation, CGTP-Intersin- 
dlcal, points out that while 
Portugal is producing more 
and more wealth, workers' 
share of natinmri inc o m e has 
been steadily falling, from 44J3 
per cent in 1986 to 42J. per cent 
last year. 

Although gross domestic 
product increased by an 
annual average of 4 .5 per cent 
from 1988-&3, real wages grew 
by less than 1 per cent 

According to the US Bureau 
of Tf»hnr Statistics, Portuguese 
workers currently earn an 
hourly average of $3.40. Greek 
workers, the next lowest paid 
in Europe, earn twice that, the 
British three thni>« more arid 
West Germans more than six 
tim es as much. 

Low wages are a major 


attraction for foreign investors 
in labour-intensive sectors 
producing for export - the 
only competitive advantage 
that enables tho usands of tiny 
companies in the textile, foot- 
wear and other traditional 
Industries to survive . 

But as the approach of a sln- 


not only dooms most of those 
companies to failure but also 
undermines the development 
of the whole country.” 

Competition based on 
rock-bottom wages is not 
breeding the kind of companies 
that will build a prosperous 
future. More than 70 per cent 


Although GDP increased by an annual 
average of 4.5 per cent from 1988-89, 
real wages grew by less than 1% 


gle European market concen- 
trates the minds of employers 
and workers, low pay is recog- 
nised less as the inevitable 
result erf poverty and more as 
the root cause of Industrial 
stagnation and ensuing social 
problems. 

“Competitive strategy for 
many Portuguese companies 
simply means paying the low- 
est possible wages”, says Ms 
Damian. "It’s an outlook that 


(rf firm! employ less than 10 
people. In the textile sector, 
which accounts for 28 per cent 
of the industrial workforce and 
30 per cent of exports, tiny sub- 
contractors and sub-sub-con- 
tractors proliferate, most 
unable and unmotivated to 
invest in new technology, 
skills training or improved 
quality. 

Dependent on fragile mar- 
kets, burdened with high-inter- 


est hank loans and with only 
low labour costs to defend 
themselves, such firms have 
little to protect them from 
unfavourable ^hawpp g in trad- 
ing conditions. Unions esti- 
mate that 3,000 workers will 
loss their jobs this winter in 
the northern Vale do Ave 
region as textile co mpanies fan 
victim to competition from 
Asia and eastern Europe. 

The government, estimating 
that as many as 45,000 jobs 
could be lost in the area by the 
end of the century, has 
responded with a regional rede- 
velopment programme, 
although the Esl7bn ($l22m) it 
is providing is less than one- 
sixth the amount proposed by 
local bodies. 

On a national level, Brussels 
is helping finance a 16-year 
programme to modernise the 
textile industry, involving 
investments of EsTOObn. 

Low pay forms part of a 
vicious circle of poverty. Inade- 
quate social welfare and pre- 


carious employment. Small 
northern firms striving to cut 
costs employ tens of thousands 
of children under 14; whose 
monthly wages of EslO, Odd- 
is, 000 ($70*110) can represent 
30 per cent of a family's 
income, according- to uniop 
representatives. . 

Poorly protected by a social 
security system that fails to 
provide sufficient unemploy- 
ment, sickness or other welfare 
benefits, workers accept low- 
paid, insecure jobs to make 
ends. They often agree to 
declare even lower wages than 
they are paid so that employer 


Workers currently 
earn an hourly 
average of $3.40 


and worker can contribute less 
to a welfare syst e m they have 
no faith in. “The reliance of so 
many companies on low wages 
not only perpetuates Itself but 
contributes to a wide range of 
other pressing social prob- 
lems”, says Ms Damiao. 

One of the problems is 
employment stability. Govern- 
ment opponents believe Portu- 
gal’s official unemployment 
rate aflfiSB-thanSper cent, the 


lowest in the EC except for 
Luxembourg, is illusory - not 
because the figures are falsi- 
fied, but because a high pro- 
portion of workers are 
employed in precarious, under- 
paid jobs. The number of 
employees working on 
short-term contracts has risen 
from 13 per cent in 108S to 19-20 
per emit now, according to a 
Socialist Party official. 

Alleviating social inequali- 
ties is not simply a matter of 
spending more, the unions say. 
“Some governments manage 
their resources better than oth- 
ers, but the fiinds available 
will always he limited 1 *, says 
Ms Damiao. Instead, she urges 
more dynamic policies to equip 
Portuguese companies with a 
concern for technological 
improvement, quality prod- 
uces, professional training and 
marketing as more durable 
assets than low wages. 

“We have to have the cour- 
age to make the survival of 
companies depend noton low 
wages or government subsidies 
but on the quality of their 
products ana services.. A 
higher unemployment rate 
that reflects the true state of 
the economy would be prefera- 
ble to palliatives that fail to 
resolve the deep-rooted prob- 
she says. 
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